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Preface

This report presents the final results of the st@bmprehensive analysis of emerging
competences and economic activities in the Eurof#aan focusing on the distribution and
trade sector The report is part of a series of sixteen futniented sector studies on
innovation, skills and jobs under the same headicmnmissioned by the European
Commission (DG Employment, Social Affairs and Eq@gportunities). Eleven of these
studies were executed by a core consortium led Y TNetherlands Organization for
Applied Scientific Research) and consisting of TN@ovation Policy group (Leiden, the
Netherlands), TNO Labour (Hoofddorp, the NetherigndNO Innovation and Environment
(Delft, the Netherlands, SEOR Erasmus Universitpt{@&dam, the Netherlands) and ZSI
(Centre for Social Innovation, Vienna, Austria).eTbore consortium was in charge of the
overall management of the study, the further elaan and application of the overall
approach and methodology, as well as data colleetnal analysis. This study on future skills
and jobs in the distribution and trade sector lenkexecuted by core team staff (see annex 1
for team composition). We would like to thank Pi@hristiane Hipp (Brandenburg Technical
University — Cottbus, Germany), Prof. Javier Casdkéniversidad Complutense de Madrid,
Spain) for their comments and suggestions to eamiesions of this report.

The study was carried out during the period Jan2@Q38-April 2009. Stakeholders in the
sector, including the European sectoral partnerd egpresentatives of various other
organisations, have been involved in various wayd frms throughout the study. This
included a sectoral kick-off meeting at the stafttloee study and three multisectoral
stakeholder meetings in Brussels during which mestiate results of the studies were
presented and discussed. Valuable workshop dismsss the frame of the project were held
and inputs received from a number of experts. Afrarn multiple inspiring consortium
(‘internal’) workshops, two main ‘external’ worksb® were held.

A draft final version of this report was validatedd complemented during a second external,
final workshop in Brussels on 19 and 20 Februa32d he final workshop brought together
an apt mixture of different European and natioregdter experts representing the industry,
European social partners, other various represeatatganizations, academia as well as the
European Commission (see Annex 2 for a full listpafticipants). The workshop, which
formed an explicit and integral part of the metHodaal approach, yielded a number of
helpful comments and insights which have been usefrther finalising the study. We
express our sincere gratitude to all workshop gigdints and to all those who contributed to
this study, in particular also Donald Storrie o tBuropean Foundation for the Improvement
of Living and Working Conditions. A special word dfianks holds for the European
Commission, notably Jean-Frangois Lebrun and MaHRuélert, who proved to be excellent
guides during the project.

Delft, May 2009
Dr Frans A. van der Zee (overall project leader)
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1 General introduction

This report presents the final results of the st@ymprehensive analysis of emerging
competences and economic activities in the Europ#aon in the Distribution and Trade
sector.The report is part of a series of sixteanréioriented sector studies on innovation,
skills and jobs under the same heading, commisdidnyethe European Commission (DG
Employment, Social Affairs and Equal Opportunitiehe study was executed by a
consortium led by TNO (Netherlands Organization Applied Scientific Research) and
consisting of TNO, SEOR - a consultancy of Erasnusversity (Rotterdam, the
Netherlands) and ZSI (Centre for Social Innovatidmenna, Austria). The study was carried
out during the period January 2008-April 2009.

While the main focus of the study is on the futofakills and jobs by 2020, the study is both

backward- and forward-looking in nature. It analysecent relevant sector developments and
trends and, at the same time, depicts the curtatd ef play in the sector with an emphasis
on innovation, skills and jobs. Current trends destelopments form the stepping stone and
fundament for the second and third future-oriemterd of the study which is scenario-based,

forward-looking and exploratory in nature.

Background and context

The study should be placed against the backgrofitidleoEU’s renewed Lisbon strategy in
which securing and improving EU competitiveness esdkploying the European economy
to new activities with more value-added and new better jobs are key. In the process of
change and restructuring to adapt to new realitieste is a need for a more strategic
management of human resources, encouraging a mgmamic and future-oriented
interaction between labour supply and demand. Withihere is the risk that bigger
shortages, gaps and mismatches of skills will tesail only in structural unemployment but
also hamper longer-term competitiveness.

Skills and jobs are of vital importance for theui@ of the European economy and have
recently gained increasing attention, both at maficand EU level. As stressed by the
European Council in March 2008, investing in peapid modernising labour markets is one
of the four priority areas of the Lisbon Strategy Growth and Jobs. The New Skills for
New Jobs initiative launched in December 2008 (Ream Commission, 2008) elaborates on
how this could best be done. The initiative aimsetdhance human capital and promote
employability by upgrading skills, as well as tcsare a better match between the supply of
skills and labour market demand. More transpanmfiormation on labour market trends and
skills requirements, but also the removal of oldstato the free movement of workers in the
EU, including administrative barriers would help hewve this goal, and improve
occupational, sector and geographical mobility. Thigiative also stresses the need to
improve the Union’s capacity for skills assessmdhy improved monitoring and
forecasting), anticipation (by better orientatingills development) and matching with
existing vacancies. The current financial and eoancacrisis makes these challenges even
more pressing. Further strengthening the econoesitignce and flexibility of the European
economy and its Member States calls, along witlerotheasures, for support of employment
and further facilitation of labour market transitgo(European Commission, 2008a:10).



Approach and methodology

The study takes a longer term future perspective,l@ks ahead to 2020, but also back, and
takes a highly aggregated European perspectiveleVithis fully acknowledged that more
detailed Member State and regional analyses areoriamt and vitally important for
anticipating future skills and knowledge needs, Hueopean perspective has been central in
this analysis. Key to the study and a common paiirtteparture was the use of a pre-defined
methodological framework on innovation, skills ajubs (Rodrigues, 2007). During the
course of this study this framework has been furtieveloped, operationalised and applied
to the sector. The approach combined desk researdhexpert knowledge available in a
broad and dedicated research team with the knowlesigl expertise of ‘external’ sector
experts. The purpose of thtemmon uniform methodology to deliver results that enable
comparisons across and between sectors and heabke ¢éhe preparation of possible future
actions to investigate the topic of new future jaosl skills for Europe, by encouraging a
more effective interaction between innovation, Iskdevelopment and jobs creation. The
methodology is structured along various steps, eaep providing inputs and insights for
next steps to come. Overall, the methodology cotrersollowing steps:

Step 1. Identification of economic activities todmnsidered (i.e. sector selection)

Step 2. Main economic and employment trends andtsires by sector

Step 3. Main drivers of change

Step 4. Main scenarios

Step 5. Main implications for employment — chanigg$ob function

Step 6. Main implications for skills — emerging dedy job function

Step 7. Main strategic choices to meet future skifid knowledge needs

Step 8. Main implications for education and tragnin

Step 9. Main recommendations

Step 10. Final Workshop.

Further and next steps

The results of this study — along with 15 othent@estudies using the same approach and
being released at the same time - will serve agidegn launching further EU-led but also
other actions, by industry, sectoral partners, atae and training institutes and others. One
important aim of the study is to promote the sggaEtenanagement of human resources and to
foster stronger synergies between innovation,sskitid jobs in the sector in the medium and
longer run, taking into account the global coneaxtl encouraging adaptations to national and
regional specificities. A very important element further enabling and facilitating these
goals is sound and continuous monitoring togethién & uniform and consistent way of
analysing future skills and knowledge needs fonttigous decision-making levels involved.
The approach taken in this study aims to provithecader framework that does exactly this.
Further dissemination and explanation of the methamy at the Member State, regional and
local level are therefore vital in the follow-up thiis EU level study, as is its actual take-up.
The results of the study include implications, daosions and recommendations to anticipate
future skills and knowledge needs. It does noniyaeay, however, assess or evaluate current
or planned policies. Conclusions and recommendsimay therefore coincide but may also
oppose current policies and/or policy plans at Hi¢, national or regional level. The
implications, conclusions and recommendations Blbicfollow from scenarios — credible
plausible sector futures — meant to better strectand anticipate possible future
developments.



Looking ahead in times of crisis

Even though the year 2020 may currently seem farfaf most of us, the future will
announce itself earlier than we think. In timesfioncial and economic crisis there is a
logical tendency to focus on the now and tomorrsthstanding and surviving the crisis are
prime. Nevertheless, at the same time the mediudriarger term ask for adequate attention.
In this current age of continuing and pervasivebglsation, strong technological change and
innovation affecting production and consumptionuau the globe, timely preparations to be
able meet future skills and job needs are calledrfore than ever before. This is even more
true in the face of an ageing European societydital workforce.

Contents in three parts

The report consists of three main parts. Part lyaea recent relevant sector developments
and trends and depicts the current state of plalyarsector, with an emphasis on innovation,
skills and jobs. The findings of Part | of the repoombine original data analysis using
Eurostat structural business statistics and lalfotge survey data with results from an
extensive literature review of relevant alreadyseérg studies. While giving a clear and
concise overview of the most important trends agvetbpments, the prime function of Part |
is to provide the fundaments and building blocksHart 1l of the study. The findings of Part
| are based on the present and the recent passeload part of the report is future-oriented
and looks at sectoral developments and more spaityfidevelopments in skills and jobs in
and towards 2020. The core of part Il consists laugible future scenarios and their
implications for jobs, skills and knowledge. Theseaplications have been analysed for
various job functions. In a final part 1ll, a rangkmain strategic options (‘choices’) to meet
the future skills and knowledge needs is reviewecuding implications for education and
training. The study concludes with a number of neceendations for the sector (individual
firms, sector organizations, sectoral partners)ucation and training institutes and
intermediary organisations, and last but not lepsticy-makers at various levels, ranging
from the EU to the local level. Terminology usedtims report is further explained and
defined in a Glossary at the end of this report.






Part |

Trends, Developments and State-of-Play



Part I. Trends, Developments and State-of-Play

Guide to the reader

Part | presents the results of steps 1, 2 and tBeofcommon methodology applied to the
Distribution and Trade sector. Stepl delineates @efthes the sector. Step 2 presents the
main economic and employment trends and develomerhe sector (mapping) and reports
the results of a SWOT (Strengths, Weaknesses, @ppiies and Threats) analysis. Step 3
analyses the main drivers of change of relevancetdfe sector based on a meta-driver
approach and expert opinion. Part | of the reponsists of 8 chapters. Chapter 2 identifies
and statistically defines the sector. Chapter 3vides an overview of the structural
characteristics of the sector, including developimemd trends in employment, production
and value added. It contains information on worganisation (part-time/full-time, gender,
age), and industrial relations, but also on emdrgemds by function. It also addresses
existing partnerships for innovation, skills angpone of the possible policy instruments to
better prepare for and adapt to the future, fatditmutual learning and boost innovative
capacity both at the sector and firm level. Whilet part of the methodology as such,
partnerships form an interesting example of howdeeelopment of skills and jobs can be
linked to innovation. Chapter 4 discusses the vah&n (network) and its evolution over
time, including issues of restructuring and relamoatChapter 5 focuses on innovation, R&D
and technological change, while chapter 6 analylssmpact of globalisation and trade on
and for the sector. Chapter 7 highlights the imgooee of regulation especially in relation to
employment. Chapter 8 provides the results of a $vé@alysis of the sector. Chapter 9
concludes with an overview of the most importamiehs for the sector.



2 Defining the sector

The distribution and trade sector is defined by NA&s categorys Wholesale and Retalil
Trade, Repair of Motor Vehicles, Motorcycles andsBaal and Household GoodSACE
Rev. 1.1 includes three main categories: wholegsal@ retail trade and repair of motor
vehicles and motorcycles (NACE code 50), wholesalde, except of motor vehicles and
motorcycles (ditto, 51), and retail trade, except hotor vehicles and motorcycles (ditto,
52). The most recent classification NACE Rev 2 troduced in 2008 and gradually taking
effect — includes the same main categories andteesin some slight changes in the sub
categories. The most important change is thatepair of personal and household goods is
no longer included. Other changes are the inclusfanore types of retail sale, the inclusion
of ICT equipment as product group and the removahe distinction between new and
second-hand goods. Table 2.1 shows the classiicafi the sector according to NACE Rev
1.1 and NACE Rev 2. Since the contents of partateeto trends and part | is predominantly
backward-looking in nature, based on time seriaa)yaes will follow the NACE Rev 1.1
classification.

This report focuses on the distribution and traglg#® as a whole with an emphasis on retail
trade. The trade and repair of motor vehicles amtoraycles and the sale of automotive
fuels is not part of this repdrtwhere applicable and data is available, attentiiirbe given

to the sub-sectors in retail and wholesale tradeemiscussing data related to the whole
distribution and trade sector, we will use the terdistribution and trade’, ‘wholesale and
retail trade’ and ‘commerce’ interchangeably. Whendiscuss the sub-sectors in more detail
we will use the terms ‘wholesale trade’ and ‘retealde’.

3 Structural characteristics of the sector: past angresent

3.1Employment, production and value-added

The distribution and trade sector (NACE 50, 51 &aflaccounted for 6.2 million enterprises
in EU-27 in 2004, employing over 30 million peopMlith inclusion of Romania and
Bulgaria, this number had grown to 33.3 million 2006. The total turnover in the
distribution and trade sector amounted to €7,140nb@004 (Eurostat, 2007a). The total
sector generated €998 bn and €1,352 bn of valuedanhd2004 and 2006, respectively, the
latter being equivalent to 11.8% of EU GDP. In teraf the number of enterprises (60.2%)
and employment (55.5%), the retail trade is thgdat sector. However, in terms of turnover
(54.9%) and value added (46.4%), the wholesaleetsa&dttor is the largest. The motor trade
sector is the smallest, with a share of 15.1% envtalue added of the total distribution and
trade sector (2004 figures). Table 3.1 presentsvanview of the main indicators for the
sector in 2004; more detailed data are provideslbbsequent tables.

! As agreed during the sectoral kick-off meeting dflarch 2008.

2 Note that Romania and Bulgaria officially joind@tEU on 1 January 2007. The figures presentedidghaut
this report assume Romania and Bulgaria as paheoEU, however, as they officially are nowadayste\that
employment data includes, wheras value added aatade the two new entrants.



Table 2.1 Statistical classification distribution ad trade sector

NACE Rev 1.1

NACE Rev 2

Wholesale and
retail trade of
motor vehicles
and motorcycles

Wholesale trade

Retail trade

50. Sale, maintenance and repair of motor 45. Wholesale and retail trade and repair of

vehicles and motorcycles; retail of
automotive fuel

50.1 Sale of motor vehicles

50.2 Maintenance and repair of motor
vehicles

50.3 Sale of motor vehicle parts and
accessories

50.4 Sale, maintenance and repair of
motorcycles and related parts and
accessories

50.5 Retail sale of automotive fuel

51. Wholesale trade and commissioie,

motor vehicles and motorcycles

45.1 Sale of motor vehicles

45.2 Maintenance and repair of motor
vehicles

45.3 Sale of motor vehicle parts and
accessories

45.4 Sale, maintenance and repair of
motorcycles and related parts and
accessories

46. Wholesale trade, except of motor

except of motor vehicles and motorcycles vehicles and motorcycles

51.1 Wholesale on a fee or contract basis 46.1 Wholesale on a fee or contract basis
51.2 Wholesale of agricultural raw materialg6.2 Wholesale of agricultural raw materials

and live animals

51.3 Wholesale of food, beverages and
tobacco

51.4 Wholesale of household goods
51.5 Wholesale of non-agricultural
intermediate products, waste and scrap
51.8 Wholesale of machinery, equipment
and supplies

51.9 Other wholesale

52. Retail trade, except of motor eielsi
and motor cycles; repair of personal and
household goods

52.1 Retail sale in non-specialised stores
52.2 Retail sale of food, beverages and
tobacco in specialised stores

52.3 Retail sale of pharmaceutical and

and live animals

46.3 Wholesale of food, beverages and
tobacco

46.4 Wholesale of household goods
46.5 Wholesale of ICT equipment

46.6 Wholesale of other machinery,
equipment and supplies

46.7 Other specialised wholesale

47. Retail trade, except of motor vehicles
and motorcycles

47.1 Retail sale in non-specialised stores
47.2 Retail sale of food, beverages and
tobacco in specialised stores

47.3 Retail sale of automotive fuel in

medical goods, cosmetic and toilet articles specialised stores

52.4 Other retail sale of new goods in
specialised stores

52.5 Retall sale of second-hand goods in
stores

52.6 Retail sale not in stores

52.7 Repair of personal and household
goods

47.4 Retail sale of ICT equipment in
specialised stores

47.5 Retail sale of other household
equipment in specialised stores

47.6 Retail sale of cultural and recreation
goods in specialised stores

47.7 Retail sale of other goods in
specialised stores

47.8 Retail sale via stalls and markets
47.9 Retail trade not in stores, stalls or
markets

Source: Eurostat (2007b)



Table 3.1 Main indicators for the distribution and trade sector in 2004 and®006 (in brackets)

Number of Turnover Value added Employment

enterprises

(thousands) (% of (million (% of (million (% of  (thousands) (% of

total) euro) total) euro) total) total)
Distribution and 6 199.5 100 7139546 100 997 661 100 30591 100
trade (1352 014) (100) (33 340) (100)
Motor trade 782.3 12.6 1185418 16.6 150 599 15.1 4067 13.3
(NACE 50) (17.7) (4491) (13.5)
Wholesale trade 1682.2 27.2 3916076 54.9 462 707 46.4 9554 31.2
(NACE 51) (578 386) (42.8) (10372) (31.2)
Retail trade 3735.0 60.2 2038052 285 384 35538.5 16 970 55.5
(NACE 52) (534 457) (39.5) (18 477)  (55.4)

Source: data 2004: Eurostat 2007a. data 2006: fatfdNO.

Employment

Of the 33.3 million jobs in 2006, 18.5 million wene the retail trade sector (55.4%), 10.4
million jobs in the wholesale trade sector (31.18&&)d 4.5 million jobs in the wholesale and
retail trade of motor vehicles (13.5%). Almost 8b¥ihe jobs in the distribution and trade

sector were located in the old Member States (EUABJong the EU15, the large countries
(United Kingdom, Germany, Italy, France and Spaisp accounted for most of the jobs in
the commerce sector (each between 13 and 20% ofEtimepean total), although the

Netherlands had a relatively large number as vié)( Poland and Czech Republic had the
largest number of jobs among the new Member States.

Figure 3.1 Share of commerce in total employment iB2006
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Source: Eurostat / TNO

The commerce sector delivers a substantial amdupbe in the various Member States. In
the EU25 (no data for Malta and Cyprus) the commesgxctor has a share of almost 16% in
the total employment. The commerce sector in Luxamdp and Czech Republic has with



approximately 20% the highest share in total empleyt in these countries. Figure 3.1
presents the share for the Member States in 2006.

In Europe (EU22) the commerce sector's employmeeivgvith 2.4% in the period 2000-
2006 (Table 3.2). In the old Member States thisminowas lower (1.9%) than in the new
Member States (4.3%). In many countries, the sastan terms of employment, upcoming
or a winner. Only in Greece, Slovenia, Luxembourd the Netherlands jobs were lost in the
period 2000-2006. This means that the sector cbeldegarded as a strong contribution to
the employment in Europe. Rising demands, followfiragn increasing household incomes
and GDP/capita) will result in more employment heseaof the sector’s labour intensity.

Table 3.2 Employment distribution and trade, 2000 2006

Level 2006 Annual growth Share in EU Change in share
EU 33340 2.4 100 0
EU15 26 879 1.9 81 -2
NMS 6 461 4.3 19 2
Winning 13 227 2.9 40 1
Losing 2181 0.7 7 1
momentum
Upcoming 17 787 2.8 53 1
Retreating 144 -0.9 0 0
Definition Level (*1000) Average annual growth Share in EU  Change in share in EU
(%) employment sector (%) employment sector (%)
2006 2000-2006 2006 2000-2006
Concentration>100 Concentration < 100
Growth Winning: Upcoming:
Ireland, Spain, Austria, Portugal, United Belgium, Germany, France, Italy, Denmark,
Kingdom, Latvia, Poland Flnlan_d, S_vvedeq, Bulgaria, Czech Rgpubllc,
Estonia, Lithuania, Hungary, Romania,
Slovakia
Decline Losing momentum: Retreating:
Netherlands, Greece Luxembourg, Slovenia

Source: Eurostat / TNO. Throughout this reporthange in volume or absolute number between twaosyeaug. the number
of jobs - is measured as the average annual gr@irttilarly, a change of a share or an index is mesasas total change
over the entire period. That is, if the share i6@@as 10% and in 2006 15%, we report a changkaréf 5%.

In the United States, the commerce sector accoudate?il.2 million jobs in 2006; over 70%
of these jobs were in the retail sector, and 30%holesale. Since 1996, the average annual
growth rate in jobs was 0.7% (US Department of lab@ureau of Labor Statisti)s In
Japan, the commerce sector employed 11.6 milliayplpein 2004, of which 67% were
employed in the retail sector (Ministry of Economyrade and Industry, Census of
Commercd).

3 See for explanation Box 1.
* http://www.bls.gov/data/home.htm
® http://www.meti.go.jp/english/statistics/tyo/syqadindex.html

10



Box 1. Concentration index: what it is and what itmeasures

The concentration index assesses the relativeilbotitm of a specific sector to the national ecoggm

compared to a greater entity, such as the EU, ltlgererrecting for the size of the country. In more
general terms, the concentration index is a meaduwemparative advantage, with changes over time

revealing changes in the production structure oduntry. An increase of the concentration index

a sector signifies relatively fast growth of thatgrular sector in the country concerned comp#oed

the same sector in the EU.

How does the concentration index work in practd&®ll give a few examples: if sector x represe

for

nts

a 5% share of the German economy and a 5% shdhe &U economy, the concentration index of
sector x equals a 100. If sector x represents 5#teoGerman economy, but 10% of the EU econgmy,
the concentration index of sector x is 50. If thene sector x represents 10% of the German economy

and 5% of the EU economy, the concentration indesector x is 200.

The concentration index concept can be appliedgudififierent indicators (variables). In our study
measure the concentration index using employmeailyjevadded and trade, in order to mak

we
e a

distinction between the relative performance ofntoes EU-wide. We distinguish between fqur
country groupings, each signifying a different segierformance over time. If a sector in a country
has a strong position (hence showing a concentratidex higher than 100) and has experienced a

clear index growth over the last years, the seistalefined as winning in that country. If the sedto

has a strong position, but experienced a declirtbeo€oncentration index, we say the sector isitp
momentum. If the sector has a weak position, binteghin the past, we say that the sector in
country is upcoming. If the sector has a weak ps&nd experienced a decline of the index, we
that the sector is retreating.

Si
that
say

Table 3.3 Employment wholesale trade and commissiotrade, except motor vehicles and

motorcycles (NACE 51), 2000-2006

Level 2006 Annual growth Share in EU Change in share
EU 10 372 2.1 100 0
EU15 8 180 1.4 79 -3
NMS 2192 4.9 21 3
Winning 4914 3.2 47 3
Losing 929 1.0 9 -2
momentum
Upcoming 3239 2.6 31 1
Retreating 1290 -0.2 12 -2
Definition Level (*1000) Average annual growth Share in EU  Change in share in EU
(%) employment sector (%) employment sector (%)
2006 2000-2006 2006 2000-2006
Concentration > 100 Concentration < 100
Growth Winning: Upcoming:
Belgium, Italy, Luxembourg, Spain, AustriaGermany, France, Ireland, Finland, Czech
Portugal, Sweden, Bulgaria, Estonia, Latvid&Republic, Lithuania, Hungary
Poland, Romania, Slovakia
Decline Losing momentum: Retreating:

Netherlands, Denmark, Greece United Kingdom, Slovenia

Source: Eurostat/TNO
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Figure 3.2 Changes in employment in wholesale by N& 2 region, 1999-2005 (in annual
percentage change)

Source: TNO based on Eurostat
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In wholesale trade, EU employment grew with 2.1%uedly in the period 2000-2006 (Table
3.3). In the EU15 this average annual growth raas lewer (1.4%) than in the new Member
States (4.9%). In many countries, the sector wagernms of employment growth rates a
winner or upcoming. Only in Denmark, Greece, theéhddands, the United Kingdom and
Slovenia employment growth was lagging behind.

Figure 3.2 presents employment changes (annualgehian%) in wholesale in the various

regions in Europe for the period 1999-2005. In iatlithuania, Ireland, Slovakia, Hungary,

almost all regions of Romania, the western regmfrBulgaria, southern regions of Portugal,
Luxembourg, Greece and in a few Spanish regiondoyment has been growing with more

than 5% annually. In the United Kingdom, SwedemnEe, Poland, Italy, Belgium, Germany
and the Netherlands some regions show a decreashmgeas others show an increasing
employment trend. In Sweden and Finland there nstdine between the northern and

southern parts of the county. In Germany employnreiat few regions is increasing, but in

most regions it is decreasing, in several even mitine than 3% annually.

Retail has the biggest share in the sector's empdoy and employment growth figures are
similar to wholesale trade (Table 3.4). Europearplegment in retail grew with 2.3%

annually in the period 2000-2006, while in EUl5stigrowth rate was 2.1%. In the new
Member States employment grew with 3.3% annualymiany countries employment in
retail is growing relatively fast. In Greece, Luxemorg, Romania and Slovenia, retail
employment growth is lagging behind.

Table 3.4 Employment retail trade, except of motovehicles, motorcycles; repair of personal
and household goods (NACE 52), 2000-2006

Level 2006 Annual growth Share in EU Change in share
EU 18 477 2.3 100 0
EU15 15 017 2.1 81 0
NMS 3 460 3.3 19 0
Winning 8 003 2.6 43 0
Losing 431 4.3 2 1
momentum
Upcoming 9478 3.3 51 2
Retreating 563 -3.2 3 -1
Definition Level (*1000) Average annual growth Share in EU  Change in share in EU
(%) employment sector (%) employment sector (%)
2006 2000-2006 2006 2000-2006
Concentration > 100 Concentration < 100
Growth Winning: Upcoming:
Netherlands, Ireland, Spain, Portugal, UnitedBelgium, Germany, France, Italy, Denmark,
Kingdom, Latvia, Poland Austria, Finland, Sweden, Bulgaria, Czech
Republic, Estonia, Lithuania, Hungary,
Slovakia
Decline Losing momentum: Retreating:
Greece Luxembourg, Romania, Slovenia

Source: Eurostat/TNO
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Figure 3.3 Changes in employment in retail by NUT& region, 1999-2005 (in annual percentage
change)

Source: TNO based on Eurostat

14



Figure 3.3 presents the average annual changepfogment in retail in the various regions
in Europe during the period 1999-2005. Employmeninicreasing strongly in Lithuania,
Slovakia, Hungary and Slovenia, as well as in tbghern regions of Ireland and in a few
regions in Spain, France, Portugal, the United Horg, Poland and Greece. In most
countries there are hardly any differences betwegions and in most countries employment
is increasing somewhat. An exception is Germanyrevhalf of the regions show decreasing
employment figures, especially in the northern aastern regions. Also in Belgium there are
several regions with decreasing employment. Thé@itnds, the United Kingdom, Spain,
France, Italy and Poland have a single region smgwlowly decreasing employment. The
only region with substantially diminishing employméigures is located in Greece.

Trends in value added

The value added for the whole distribution andéradctor in the EUZ22amounted to €1,352
bn in 2006. Almost 43% of the sector’s value added realised in the ‘Wholesale trade and
intermediaries’, closely followed by the ‘Retaidtle’ with almost 40%. The remaining 17%
was realised in ‘Wholesale and retail trade andairepf motor vehicles and motorcycles.’
Altogether, the distribution and trade sector acted for 11.8% of the total GDP in the
EU22. In the new Member States (EU7) this share ewan 16.1%. Almost 93% of the
sector’s value added in Europe was realised ifeth&5 (i.e., the old Member States).

In general, the growth of sectoral value added higher compared to the overall GDP
growth in the EU22, although it stalled somewhaeraR000; from 2.8 before 2000 to 2%
after 2000. Especially in the new Member States7(Ethe value added in the distribution
and trade sector grew faster (5.4%) than the avei@P (3.2%) over the period 1995-2006.
This growth follows from the increasing demandhode countries.

The concentration index (see box 1 below) showsttigwinning countries are, except for
the Netherlands and the United Kingdom, among the Nember States: Czech Republic,
Estonia, Poland, Slovenia and Slovakia. The upcgnuauntries are Austria, Finland,
Sweden and Hungary. In terms of value added, tlorses in retreat in some large
economies: France, Germany, Italy, Spain, andial8@nmark and Ireland.

Tables 3.5, 3.6 and 3.7 present data on the seetmee added. Value added in wholesale
trade increased with an annual growth of 3.2% @ dhtire EU; in the new Member States
this was 5.7%. In retail trade comparable figuresabserved: 2.8% for the entire EU, 2.7%
for the EU15 and 6% for the new Member States. @istncountries the value added from
wholesale trade was somewhat larger than or egu#iie value added from retail trade.
Except in France and United Kingdom, where theealdded from the retail trade was larger
than from the wholesale trade.

® The EU15, or the old Member States, comprise$df@wving countries: Austria, Belgium, Denmark, kind,
France, Germany, Greece, Ireland, Italy, Luxembongtherlands, Portugal, Spain, Sweden, and United
Kingdom, In 2004, the EU was expanded with theofeihg 10 countries: Cyprus, Czech Republic, Estonia
Hungary, Latvia, Lithuania, Malta, Poland Slovakdamd Slovenia. In 2007, another two countries jditiee
EU: Bulgaria and Romania. This brings the total hamof EU member countries to 27 at present. Ttierla
two expansions have not been fully captured bysthéstics on value added yet. Of the new MembateSt
only seven (EU7) have been covered here, namelgcilCRepublic, Estonia, Hungary, Lithuania, Poland,
Slovenia and Slovakia. EU22 combines EU15 and EU7.
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Table 3.5 Value added distribution and trade (NACE50+ 51+ 52), 1995-2006

Distribution and Trade

Overall economy

2006  95-00 00-06 95-06 2006 95-00 00-06 95-06
% % % % % %
EU 1352014 3.3 2.8 3.0 11 468 970 2.8 2.0 2.3
EU 15 1257132 3.1 2.6 2.8 10 883 245 2.8 1.9 2.3
NMS 94 882 5.4 5.4 5.4 585 725 2.7 3.7 3.2
Winning 395 349 4.1 4.8 4.5 2944 076 3.4 2.5 29
Losing
momentum 122 987 2.3 2.0 21 944 046 3.0 2.1 25
Upcoming 60 894 3.7 4.6 4.2 573 521 3.0 3.1 3.1
Retreating 769 599 3.0 1.9 24 6 973474 2.5 1.6 0 2.
Definition Value added Annual average growth GDP nidal average growth
Million euro 1995- 2000- 1995- Million euro 1995- 2000- 1995-
2006 2000 2006 2006 2006 2000 2006 2006
Concentration > 100 Concentration < 100
Growth Winning: Upcoming:
Netherlands, United Kingdom, Czech Austria, Finland, Sweden, Hungary
Republic, Estonia, Lithuania, Poland,
Slovenia, Slovakia
Decline Losing momentum Retreating:
Belgium, Greece, Portugal France, Germany, ltaly, Denmark, Ireland,
Spain
Source: Eurostat/TNO
Table 3.6 Value added wholesale trade, 1995-2006
Value added Share in country Share in EU
Level Change Level Change Level Change
EU 578 386 3.2 5.0 0.4 100 0
EU 15 535 465 3.1 4.8 0.4 93 -1
NMS 42 921 5.7 7.2 1.4 7 1
Winning 174 894 4.3 6.4 1.2 30 2
Losing 63 554 1.8 6.6 -0.2 11 -2
Upcoming 147 826 4.8 4.6 0.8 25 3
Retreating 190540 1.8 4.4 -0.1 34 -4
Definition Value added Annual Sharein  Total change Share in value Total change
million euro average national GDP in share  added sector in share
growth EU
2006 1995-2006 2006 1995-2006 2006 1995-2006
Concentration > 100 Concentration < 100
Growth Winning: Italy, Netherlands, Finland, Upcoming: France, Greece, Spain, Hungary
Czech Republic, Estonia, Lithuania,
Slovakia
Decline Losing momentum: Belgium, Austria, Retreating: Germany, Ireland, United Kingdom

Denmark, Portugal, Slovakia

Source: Eurostat/TNO
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Table 3.7 Value added retail trade, 1995-2006

Value added Share in country Share in EU
Level Change Level Change Level Change
EU 534 457 2.8 4.6 0.2 100 0
EU 15 497 023 2.7 4.5 0.2 93 -2
NMS 37 433 6.0 6.3 1.4 7 2
Winner 246 392 4.3 55 0.8 45 5
Losing 47 893 2.4 4.8 -0.6 9 0
Upcoming 136 125 2.8 4.2 0.3 26 0
Retreating 102 970 0.3 4.1 -0.5 20 -5
Definition Value added Annual Sharein  Total change Share in value Total change
million euro average national GDP in share  added sector in share
growth EU
2006 1995-2006 2006 1995-2006 2006 1995-2006
Concentration > 100 Concentration < 100
Growth Winning: France, Greece, United Kingdom,Upcoming: Spain, Lithuania
Czech Republic, Estonia, Poland, Slovakia
Decline Losing momentum: Germany, Netherlands, Retreating: Belgium, Austria, Germany,
Ireland, Portugal, Slovenia Finland, Hungary

Source: Eurostat/TNO

In the United States the distribution and trademealised a value added of US$ 1,610
billion, which accounted for 12.2% of the natio@DP in 2006. This was slightly higher
than in Europé Contrary to Europe, the retail sector contributeate to the overall sector's
value added than the wholesale sector. Wholesalealghare of 47.3%, while retail had a
share of 52.7% (US Department of Commerce, Buré&iconomic Analysi¥. In Japan the
sector’s value added was ¥ 68,722 billion, whictoaoted for 13.5% of the national GDP in
2006. The wholesale sector had a substantially biggaresin the sector’s value added than
the retail sector. Wholesale had a share of 67Wlie retail had a share of 32.3% (Cabinet
Office, National Accounts for 2009.

3.2Employment structure and work organisation

Number of enterprises

In 2004, there were approximately 6 million entesgs (5.9 million according to EMCC,
2007 and 6.2 million according to Eurostat, 200vV}he commerce sector in the EU25 (no
data for Luxembourg and Malta). Retail trade washlygest sub-sector with approximately
60%, while wholesale trade had a share of 27% efetfiterprises, and motor vehicle trade
had a share of 13%. Among EU15 Member States,dtsél trade had the largest share of
enterprises in Spain, Greece, Germany, France artddgal (between 62 and 66%), while its
relevance was a bit less in Sweden and Finland @78#8% respectively). Among the new

" The data in the national accounts on ‘Wholesafel ‘Retail’ are added up to define the value adufeithe
distribution and trade sector.

8 http://www.bea.gov/industry/gpotables/gpo_actifmzanon=70360&table_id=22072&format_type=0

° The data in the national accounts on ‘Wholesatel ®Retail’ are added up to define the value addkthe
distribution and trade sector.

19 http://www.esri.cao.go.jp/en/sna/h18-kaku/20anmapbrt-e.html
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Member States, retail trade was most important uhg&ia and Cyprus (75% and 71%
respectively), but in Slovenia and Slovakia the lekale trade sector was more important
(51% and 60% respectively). Overall in Europe, tilagle of motor vehicles had the lowest
shares of enterprises, but in Finland and Ireldmalif20% of the enterprises in commerce
were active in trade of motor vehicles (EMCC, 2007)

In the United States, there were 3.3 million firmsthe commerce sector in 2065About
80% of these enterprises were active in the retor. The number of firms also includes
non-employers; i.e. business with no paid employna@d payroll. In 2005, about two-third
of the businesses in the commerce sector were mpigers (self-employed individuals).
Especially in the retail sector most companies hawegraid employees; 72% of the retalil
businesses are non-employers (US Census BWjedn Japan, there were 1.6 million
establishments in the commerce sector in 2004 hidtw76.7% were active in retdil.

Size of enterprises

In 2005, most of the enterprises in commerce in EW2re small firms; 99.3% of the firms
had less than 50 employees (Table 3.8). Only Qs6fbedium-sized firms and 0.1% of the
firms are large firms with more than 250 employdespecially in Greece, Spain, Italy, and
Portugal, most firms have less than 10 employeesblél 3.9). EU15 countries with a
relatively high percentage of firms in commercenni0 employees or more are Germany,
Denmark, Ireland, the United Kingdom, Austria, ahe Netherlands (between 10% and
16%) and then mainly between 10 and 20 employes®ny the new Member States, the
Czech Republic had the largest share of 1 empldyess (70%), while also Poland,
Hungary, Cyprus, Bulgaria, and Slovenia had langmlmers of small firms with less than 10
employees. Slovakia, Lithuania, Latvia and Estdrad more than average enterprises with
more than 10 employees (EMCC, 2007).

In countries with a high growth in employment tieue of small firms is decreasing, while
in countries with low employment growth this shafesmall firms is rising somewhat.

Table 3.8 Firms distribution and trade by employmen size, 2005

Share of firms with employees in the range

<50 50-249 >250
EU 99.3 0.6 0.1
EU15 99.2 0.7 0.1
NMS 99.3 0.6 0.1
Winning 99.2 0.6 0.1
Losing momentum 99.3 0.6 0.1
Upcoming 99.3 0.6 0.1
Retreating 98.9 1.0 0.1

Source: Eurostat/TNO * employers and employees. €p@gnoupings are based on employment (Table 3.2)

" Data on the number of enterprises includes dath@mwholesale and retail sector.
12 hitp://www.census.gov/csd/susb/susb05.htm
13 Data on the number of enterprises includes dath@mwholesale and retail sector.
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Table 3.9 Firms distribution and trade with less ttan 50 employees, 2004

Company size (% of total)

1 employee Between 2 and 9 Between 10 and 19 Between 20 and 49
employees employees employees

EU25 52% 42% 4% 2%
Austria 33% 55% 7% 3%
Belgium 56% 37% 4% 2%
Bulgaria 50% 45% 4% 2%
Cyprus 57% 39% 3% 1%
Czech Republig 70% 26% 3% 1%
Denmark 44% 41% 9% 5%
Estonia 36% 51% 8% 4%
Finland 68% 25% 4% 1%
France 61% 33% 3% 2%
Germany 23% 62% 10% 4%

Greece 40% 58% 2% 4%
Hungary 58% 37% 3% 2%
Ireland 24% 61% 9% 1%

Italy 60% 37% 2% 1%

Latvia 27% 58% 9% 4%
Lithuania 21% 60% 11% 5%

Luxembourg -
Malta -

Netherlands 37% 53% 6% 3%

Poland 59% 38% 1% 1%

Portugal 63% 32% 3% 1%
Romania 54% 38% 5% 2%
Slovak Republic 32% 48% 14% 3%
Slovenia 58% 36% 3% 2%
Spain 51% 44% 3% 1%
Sweden 70% 25% 3% 2%
United Kingdom 31% 56% 8% 3%

Source: EMCC, 2007

Most of the enterprises in wholesale and retaddran the United Sates and Japan are small
firms like in Europe, although the percentage oblgbale and retail firms with 10 or more
employees in these two countries is consideralgidri than in the EU25 (7%) or EU15 (7.9
%). In the USA, 73% of the wholesale firms with dayges had less than 10 employees, of
which the majority had less than 5 employees. Alr80%6 of the retail firms with employees
had less than 10 employees, of which three-quahi@dsliess than 5 employees (US Census
Buread?). In Japan, approximately 75% of the wholesalmgithad less than 10 employees,
of which half had less than 5 employees. About &% e Japanese retail firms had less than
10 employees, of which half had 2 or less employ@émistry of Economy, Trade &
Industry, Census of Commerce

Employment by size of enterprise

In 2005, 60% of the commerce jobs in EU22 were nmals firms (with less than 50
employees), followed by the large firms (more ti2G50 employees) with 27.8%, and the
medium sized firms (between 50 and 250 employeat) %2.1%. Especially in Italy,

1 http://lwww.census.gov/csd/susb/susb05.htm
'3 http://lwww.meti.go.jp/english/statistics/tyo/sygagindex.html
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Greece, Portugal and Spain, most commerce jobs imesenall firms (between 71.5 and

82.1%). On the other hand, in the United Kingdonostrnof the jobs were in large firms

(54.1%) and also in Finland, Germany, Austria, Darknthe Netherlands, and France a
substantial part of the sector's employment is asdarge firms (between 29 and 39%). In
the new Member States, the share of the small fimass very large with 71.2% of the total

commerce jobs. Especially in Bulgaria and Cypruslbfirms were important (82.9% and

76.5% respectively), while the share of small finmsSlovenia (57.5%) is more comparable
to the EU15 shares. While medium-sized firms wheeléast relevant in EU15, among new
Member States medium-sized firms are equally oremimportant than large firms. Among

the EU22 countries, the relative importance of $rivahs in terms of employment declined

with 2.3%, while that of large firms increased wRi%, and that of medium-sized firms

remained stable between 1999 and 2005. Only innthe@ Member States, the relative

importance of medium-sized firms declined with 1.3%

Education

Employment in distribution and trade is dominatgdniid educated workers (Table 3.10).
This is even higher in the new Member States, whehg 6% of employment consists of low
educated workers. In both new and old Member Statgscrease is visible in low educated
workers, while in most cases the share of mid agt keducated workers increased. The

share of high educated workers is substantiallyelof®1 percent points) than for the whole
economy in the EU 15.

Gender, full-time employment and age

The sector is characterised by a rather even slianale and female employees in the whole
sector. More than half of the employees are youtigar 40 years (Table 3.10). Nevertheless,
the workforce is ageing, which is visible in thecdEasing share of workers younger than 40
and in the increasing share of workers above 50syééis could lead in future years to
problems when an increasing share of very expegtbmorkers is leaving the sector.

Table 3.10 Employment by gender, age and educatiodistribution and trade, 2000-2006

EU EU 15 NMS
Level Change Level Change Level Change
Women 49 1 47 1 54 0
Age < 40 56 -2 54 -3 61 0
Age 40 - 50 24 1 24 2 23 -4
Age > 50 20 1 21 1 16 4
Low education 28 -6 33 -5 6 -3
Mid education 57 4 52 2 79 2
High education 15 2 15 2 15 1
Definition Level % Total Level % Total Level % Total
2006 change % 2006 change % 2006 change %
2000-2006 2000-2006 2000-2006

Source: Alphametrics/Eurostat/TNO

Employment in wholesale trade

In 2005, of all people employed in wholesale trabeut 86% were employees and 14% were
entrepreneurs (Table 3.11). Part-time jobs hadvanage share of 10% in EU22. This share
of part-time employment has decreased in countigth the strongest growth in
employment, but has increased in countries thaew@sing momentum. Approximately
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80% of the people were employed in EU15 countratf) the largest number of jobs in the
United Kingdom, Germany, Spain, Italy, and Franeeong the new Member States, most
people in the wholesale trade sector were emplageéoland, followed at substantial
distance by Romania, Czech Republic, and Hungary.

In Italy, Greece, and Malta, relatively a large m@m of people was employed as an
entrepreneur (between 30 and 45%), while in moerotountries more than 80% was
working as an employee. Part-time jobs were es|hecilevant in Sweden, Germany, and
the Netherlands (between 20 and 24%), but not aekeat all in Poland, Slovakia, Portugal,
Cyprus, Finland, Romania and Slovenia (3% or less).

Table 3.11 Share of employees, entrepreneurs, andnptime employed in wholesale trade, 2005

Total employed  Share group in Share of Share of Share of
(2005) total employed employees in  entrepreneurs part/time in
total employed intotal  total employed
employed

EU 9 723 537 100 86 14 10
EU15 7 810 095 80 86 14 12
NMS 1913442 20 86 14 3
Winning 4564 777 a7 80 20 6
Losing 960 030 10 84 16 14
momentum
Upcoming 2915019 30 94 6 15
Retreating 1253624 13 93 7 13

Source: Eurostat/TNO. Country groupings are basezhgrioyment (Table 3.3)

In 2006, men represented two-thirds of the worldoehich is in line with the gender break-
down of the non-financial business economy as alevhidore than half (56.7%) of the
persons employed were aged between 30 and 49, 22e8&ocbetween 15 and 29, and 20.8%
were persons of 50 years or older (Eurostat, 2007a)

Employment in the retail trade

In 2005, of those employed in retail, 79% were wugkas employees and 21% were
entrepreneurs (Table 3.12). Approximately 30% wdrke a part-time job. Part-time
employment is far more abundant in countries witthremployment growth. Almost 82%
of the jobs were in the EU15 Member States. Mdss$ joan be found in the United Kingdom
and Germany, followed by Italy, Spain, and Fran®eong the new Member States, most
people were employed in Poland, followed at grestadce by Romania, Czech Republic,
Hungary, and Bulgaria.

Half of the people employed in this sector in ltaBreece, and Malta were entrepreneurs,
while also in Poland, Czech Republic, Bulgaria, &phin a substantial number of people
were employed as entrepreneurs (between 30 and.4BP46$lovakia, Latvia, Estonia,
Romania, Portugal, United Kingdom, Finland, Slogerkrance, and Ireland more than 90%
of the people are working as employees. Part-timekws especially important in the United
Kingdom (52%), Germany (45%), the Netherlands (40&d Ireland (42%), but in Italy
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only 9% of the jobs in the retail sector is pantdi Part-time employment is also not relevant
at all in Portugal, Slovenia, and Romania (4% a&33).

Table 3.12 Share of employees, entrepreneurs, andnptime employed in retail trade, 2005

Total employed  Share group in Share of Share of Share of
(2005) total employed employees in  entrepreneurs part/time in
total employed in total total employed
employed
EU 17 138 537 100 79 21 31
EU15 14 021 857 82 81 19 36
NMS 3116 680 18 72 28 6
Winning 7501121 44 82 18 32
Losing 505 757 3 a7 53 9
momentum
Upcoming 8 545 232 50 78 22 32
Retreating 539 167 3 93 7 4

Source: Eurostat/TNO. Country groupings are basezshgrioyment (Table 3.4)

Contrary to the wholesale sub-sector, the retdatsector had a relatively high proportion of
women employed (61.7% in 2006). The relatively higfiare of female and part-time
employees has also effects in the earnings; wonwkimg in the retail sub-sector earn, on
average, 25% less an hour than men do (EMCC, 200@&)share of part-time employment in
retail differs in the various countries. Factorstticould influence the share of part-time
employment by women include the country’s childecaystem, but also the availability of
full-time jobs instead of flexible part-time jobsThe retail sub-sector has a relatively high
number of your people employed; a little more tBaAo of the workforce was aged between
15 and 29. Approximately half of the employees waged between 30 and 49 and a fifth
was 50 years or older (Eurostat, 2007a). The pbgbang (and therefore cheap) people is
diminishing as the population is ageing and youreppbe increasingly enter higher
education. Hence, retailers are shifting theirugorent strategies to mature workers and are
introducing training packages and flexibility (EMCZD07).

Wages

Retail can also be characterised as a low-pay is@atbndorff, 1999; Eurofoundation, 2004).
A comparative study by Eurofoundation (2004), basedhe European Industrial Relations
Observatory, compares the wages between manufagtamnd distributive trade (retall,

wholesale and repair, with retail the main contidouo employment). In most countries,
monthly wages in distributive trade are substalytilmwer than in manufacturing, ranging

from 26% less in Bulgaria to 15% less in France 4¥dless in Belgium. Only in Slovakia,

Norway, and Slovenia wages in distributive tradeen@gher than in manufacturing. Also if

corrected for part-time work, Spanish employeedigtributive trade earn 20% less than in
manufacturing, 10% less in the UK, and 9% lesswedn.

There is also a substantial monthly pay gap betweem and women in the retail sector. This

monthly pay gap between men and women is the biggeAustria, with women earning
34% less than men, followed by France (30% leks)Netherlands (29% less), Finland (28%
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less), and Bulgaria (24% less). An important fattere is the relatively high share of part-
time employment by female retail workers. Howewen when the figure are adjusted for
part-time work, women in the UK still earn 25% lésan men; in Denmark this amounts to
23% less (Eurofoundation, 2004).

Wages, personnel costs and flexibility in retail tade

A long-term development in retail is the focus oergonnel costs. Bringing down the
personnel costs has been and still is for manyleegsahe main road to improving their profit
margin. Retailer Wal-Mart is world-champion in push for higher efficiency and lower
costs and this affects the contract conditions vibges, and fringe benefits (Interview with
Gary Gereffi, PBS Frontline, 9 September 2004).elash in the German self-service
department stores showed that total costs increfaséer than total sales between 1975 and
1995. The main strategy in the same period to bdimgn the costs was reducing personnel
costs: the share of personnel costs in total aesteeased from 47% in 1975 to 38% in 1995
(Lehndorff, 1999). Two main methods to decreasepirsonnel costs are introducing new
technologies in handling goods and demand-driverkimoce management. Retailers will
use customer demand data to define when and whersvorkforce will be brought into
action (EMCC, 2007). This rationalised personnehnping is also characterised as
‘fragmentation of employment and working-time’ (ltetorff, 1999) and leads to increased
labour flexibility.

There are several ways to increase labour flekybikirst, full-time positions can be replaced
with part-time ones with a range of different wardsitimes. Second, different work schedules
can be introduced, including shift work and ovepiag working times. Third, the duration
and scheduling of individual working time can beied over time. Fourth, seasonal staff can
be hired for example during holidays or before &mas. Finally, fixed-term employment
relationships can be added to the core workforadtiress foreseeable peaks of activity. An
extreme example of labour flexibility is availabjlion call, which includes zero hour
contracts for employees who can be called at ang to come to work. Nevertheless, this
extreme type of labour flexibility can have manyativantages including less attractive
working environment and conditions for employeed arweakened internal cohesion of the
workforce. This might lead to less motivated stghhor service quality, unsatisfied
customers, decreased sales and profits, whichstailt the process of cutting personnel costs
again (also known as the cycle of failure in sersjc(Lehndorff, 1999). Opposite to this
passive, numerical labour flexibility is the actiianctional labour flexibility. In this case,
employees can perform various tasks (e.g., saMseadtashier, and stock management) and
they can switch between activities in accordancéh vaustomer flows. According to
Lehndorff (1999), retailers increasingly combinee thwo types of labour flexibility
(numerical and functional), although it depends tha type of retail format. It is also
expected that there will be a further distinctiogiviieen functions, mainly because some
functions will be organised centrally and some Wal executed in different positions in the
supply chain. The multi-channel strategy will résal more work in maintaining customer
contacts and building up customer relations viarimt, e-mail and phone. This type of
activities could also be outsourced to specials®mdpanies, even abroad (HBD, 2004).

The European Commission acknowledges the needdee ftexibility, but finds appropriate
levels of security to employees important as welhew concept is introduced ‘flexicurity’,
which allows higher labour market flexibility but combination with employment security,
that is high unemployment benefits and an obliga#ind right of the unemployed to training
(EuroCommerce Annual Report 2007 / Action Plan 2008
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Organisation of work in the commerce sector

Arundel et al. (2006) studied the organisation ofkmMn several sectors in Europe, including
the wholesale and retail trade sector. The studyvet that 41.5% of the employees in the
wholesale and retail trade sector work in a ‘diserery learning’ work organisation. This is
a little bit higher than average (39.1%) for alttees. Discretionary learning combines high
levels of autonomy in work with high levels of learg, problem-solving and task
complexity. It refers to jobs with a lot of respdibty to solve problems. For approximately
a quarter (26.4%) of the employees in the commsentor their work is organised as in a
‘traditional organisation’, which is substantiabiypove average for all sectors (19.1%). This
type of work organisation knows few constraintstbe work rate, has an average level of
monotony in work, and learning and task compleaity less important. It includes traditional
service jobs with direct and indirect interactioithacustomers. About 20% of the employees
work in a ‘lean production’, which is also aboveeeage for all sectors (13.6%). Lean
production knows low levels of employee discretiorsetting work pace and methods, work
effort is constrained by quantitative productiorrme and quality norms, job rotation and
team work are very important as well, especiallgreate active participation of employees.

Only 11.7% of the employees in the wholesale atailrgade sector are active in Taylorist
organisations of work, which is also below avertf&6%). Taylorist organisations can be
characterised as with low levels of discretionriésy and problem-solving. The work is
highly constrained and monotonous and requires s&lls. According to Arundel et al
(2006), the diffusion of organisational practicefeds across European countries as well.
Especially in Sweden, the Netherlands and Denmatretionary learning is extensively
used. The lean production model is leading in the kkkland, Spain, followed by France and
Finland. Tayloristic organisation forms are esplgcipresent in Greece, while traditional
organisation forms are only relevant to some exiei@reece and Italy. Employment- main
trends by job function

3.3Employment-main trends by job function

One of the most interesting indicators for analgdgime future on jobs and skills is the trends
and developments that can be identified at the r@pitevel of job functions. More than
aggregate employment and more than figures abaaegeand age distribution can changes
in job functions tell us something about ongoingrule and restructuring in the sector.
Changes in (the need for) competences and changée idistribution of job functions are
closely linked to each other, both at the leveltlod sector and at the level of the firm.
Competences are combined in occupation profilesl ean be distinguished in core
competences, specialization competences or comptanye competences (Rodrigues,
2007:34). Another distinction is between theorétitechnical and social competences (i.e.
knowledge, skills and competences in ECVET) (ibiYletdentifying the changes in job
functions by sector is a first step towards a bettelerstanding of the changing competence
needs in the sector. Competences for the purpogeso$tudy are assumed to be located in a
general grid defined by the main occupation fumgiogeneral management, marketing,
financial and administrative management, R&D, logss production management,
production, quality and maintenance (Rodrigues,/28%).

As a first step towards identifying trends in congoees, the observed changes in the
distribution of job functions over time will be dpsed, using Labour Force Survey (LFS)
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datal® In parts Il and Ill, a further elaboration of teeshanges on the need for new and
existing competences will be provided. The analgsists with an analysis of the state-of-
play, i.e. the situation as per 2006. Subsequentignges in job functions over time are
discussed, in general (overall) and for differestiegories of workers classified according to
educational level.

Main occupations: state-of-play and recent developents

This sub-section discusses the main trends in yolotion categories (occupations) in the
distribution and trade sector. The analysis is thasea combination of labour force survey
(LFS) data and general employment data collecteBurpstat. Due to the nature of survey
data — being based on restricted samples of thé datployment population — data reported
at the most aggregate (EU) level is more reliablat the same information provided at
Member State level if the focus is directed at@eot sub-sector level (see the separate data
annex of this report). The same applies to the @oation of occupation data and educational
profiles. Figures therefore should be interpreteith waution, indicating primarily directions

of change and less reliable where it comes to thgnitude of change.

In 2006, 33% of all employees in the European corneneector (EU25) was a service
worker, while 13% was a clerk, and 11% was a manafyjan SME (Tables 3.13 and 3.14).
In new Member States the share of service workeashed 47%. The share of service
workers was the largest in Poland, Romania, Budgand Hungary (between 48 and 51%)
and the lowest in France, Germany and Italy (betv&and 25%). Especially in Greece and
Italy there were relatively large numbers of mamagd SMEs (29% and 21% respectively).
The share of service workers in the total employimienthe sector is the highest in all
counties. However, the shares of the other oconpatdiffer among the various groups of
countries. In the winning countries, clerks and aggers of SMEs (both 11%) are the second
largest occupation group, followed by elementargupations (8%), other managers and
business professionals (both 7%). In the countagimg momentum, the service workers are
followed by managers of SMEs (18%) clerks (13%) ateimentary occupations (10%). In
the upcoming countries, clerks (13%) are the setanggst occupation category, followed by
managers of SMEs (10%), business professionals &éf)other professionals (8%). In the
group of retreating countries clerks and businesfepsionals share the second position (14
and 13% respectively), followed by managers SME$)(8vhile this category has a much
smaller share than in the other groups of countries

In the period 2000-2006, there were only small glegnin occupation. In general, in the old

Member States, the number of managers, professitecinicians, and elementary

occupations were increasing a bit, while the numifeclerks and service workers were

decreasing a little. In the new Member States, rthenber of managers, professional

technicians, craft trade workers, and elementacyjpations were slightly decreasing, while

the number of clerks, service workers, mechaniasingss professionals, drivers, and mobile
plant operations were increasing a bit (see Talilg)3

'8 Data on occupational structure follow the avallabbf overall employment figures presented earlie
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Table 3.13 Employment level by occupation distribubn and trade sector, 2006

> £ £ E
2 2 @ s 32 5 ¢

TOTAL 26879 6461 33340 10788 2181 20226 144
Managers of SMEs 3241 443 3685 1155 384 2122 12
Other specialist managers 1425 283 1708 766 69 25 9 5
Health professionals 629 101 730 181 43 491 2
Business professionals 2294 422 2716 753 68 1182 18
Other professionals and technicians 1823 489 2312 426 121 1715 8
Clerks 3619 588 4207 1236 290 2627 20
Service workers 7944 3022 10966 3855 715 6449 53
Mechanics and fitters 1423 309 1732 501 108 310 5
Craft and related trades workers 1590 246 1836 4 5 99 1163 8
Motor vehicle drivers. /mobile plant 744 257 1001 397 50 562 4
operators.

Other operators 318 46 364 121 16 227 1
Elementary occupations 1829 254 2083 852 218 2210 6
Table 3.14 Occupational shares distribution and trde, 2006

> = 2 B
2 2 @ s 82 5 &

TOTAL 100 100 100 100 100 100 100
Managers of SMEs 12 7 11 11 18 10 8
Other specialist managers 5 4 5 7 3 5 3
Health professionals 2 2 2 2 2 2 2
Business professionals 9 7 8 7 3 9 13
Other professionals and technicians 7 8 7 4 6 8 6
Clerks 13 9 13 11 13 13 14
Service workers 30 47 33 36 33 32 37
Mechanics and fitters 5 5 5 5 5 5 4
Craft and related trade workers 6 4 6 5 5 6 5
Motor vehicle drivers /mobile plant

operators 3 4 3 4 2 3 3
Other operators 1 1 1 1 1 1 1
Elementary occupations 7 4 6 8 10 5 4
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Table 3.15 Occupation share changes distribution ahtrade, 2000-2006

> 2 2 £

2 2 s S8 5 @&
Managers of SMEs 3 1 2 -1 -2 4 1
Other specialist managers -1 -2 -1 -2 -1 0 0
Health professionals 1 1 1 0 1 1 0
Business professionals 1 2 1 2 0 0 4
Other professionals and technicians 2 -1 1 1 0 1 1
Clerks -1 1 -1 -3 0 -1 -2
Service workers -3 1 -2 1 2 -3 -1
Mechanics and fitters -1 1 0 -1 0 0 -2
Craft and related trades workers -1 -2 -1 -1 -1 2 0
Motor vehicle drivers /mobile plant
operators. 0 1 0 0 -1 0 -1
Other operators 0 -1 0 0 0 0 -1
Elementary occupations 1 -1 1 3 2 0 1

In EU22, 57% of the people employed had a mediuocaibn level (ISCED level 3+4) in

2006. In EU15 this share amounted to 52%, whil¢hsn new Member States 79% of the
employees had this education level. Employees avltdw education level (ISCED level 1+2)
can mainly be found in the old Member States apa@ally in Portugal (72%) followed by

Spain, ltaly, and the Netherlands (39 to 45%). Exygs with a high level of education
(ISCED level 5+6) can mainly be found in Estonighuania and Finland (around 30%),
while the average share of high educated employeabe commerce sector was 15%
(EU22).

Almost all occupations in the distribution and waskector show a negative trend for low
educated workers (see Table 3.16). The total sbfatew educated workers in the sector
decreased with 5%. In the EU, especially low edectamotor vehicle drivers / mobile plant

operators and other operators lost share (11%) Bt craft and related trades workers and
the other professional technicians remained statitée the health professionals increased
their share with 1%.

There are some important differences between tthdvi@mber States and the new Member
States. The low educated other operators lost auiiet ground in the old Member States (-
27%), while they could increase their share inribey Member States (1%). Low educated
mechanics and fitters could stabilise their sharhé new Member States, but lost 6% in the
EU15. In general, the low educated workers in tbe Member States lost less than their
counterparts in the old Member States.

There are also striking differences between théouargroups of countries. In general the
low educated workers lost 6 to 7% in the winningl apcoming countries, while in the
countries losing moment this loss was limited to 886l in the retreating countries the low
educated workers could stabilise their position.réMapecific, the low educated other
operators lost 20% in the retreating countries,daibed 3% in the upcoming countries and
the countries losing momentum. Low educated eleangnbccupations lost 14% in the
winning countries, but could limit this decline 286 in the retreating countries. The low
educated mechanics and fitters lost 11% in the mpup countries and 5% in the winning
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countries, but gained 6% in the countries losingmaotum. The low educated service
workers also lost substantial in the upcoming coest(12%) and winning countries (8%),
but this decline was much lower in the countriesiig momentum and the retreating
countries. Low educated clerks lost share, excepthé retreating countries where they
gained 6%.

Table 3.16 Occupation share changes distribution ahtrade, 2000-2006: low educated

> 2 £ £

2 2 2 s 38 5 ¢
Managers of SMEs -2 -2 -3 -8 -4 4 4
Other managers -5 -4 -5 -7 0 -4 0
Health professionals 1 0 1 -2 1 1 0
Business professionals -2 0 -3 -6 0 -4 0
Other professionals and technicians 0 -1 0 -3 -7 11
Clerks -4 -3 -4 -7 -4 -3 6
Service workers -6 -3 -7 -8 -3 -12 -2
Mechanics and fitters -6 0 -7 -5 6 -11 -4
Craft and related trades workers -1 -3 0 -1 -1 301
Motor vehicle drivers /mobile plant
operators -8 -9 -11 -12 -9 -13 8
Other operators -27 1 -11 -9 3 3 -20
Elementary occupations -7 -7 -6 -14 -8 -4 -2
TOTAL -5 -3 -5 -7 -3 -6 0

The overall employment occupation share of the BJrhiddle educated workers in the
distribution and trade sector increased by 3% betm&000 and 2006 (see Table 3.17). In the
old Member States this increase was 2% and in éve Member States middle educated
workers increased their share with 1%. Only thegaty of other managers lost (2%) in the
EU. The biggest increase was shown by middle eddcadotor vehicle divers and mobile
plant operators (11%), followed by other opera(®%), mechanics and fitters (7%), service
workers and elementary occupations (both 5%).

There are some remarkably differences betweenlthar@l new Member States. In the old
Member States, the middle educated other operatoreased their share substantially with
25%, while in the new Member States this occupatetegory lost 3%. The middle educated
business professionals lost 8% in the new MemleeStbut increased their share 1% in the
EU15. Also for the categories other professionehmgcians, service workers, and mechanics
and fitters the middle educated workers increakett share somewhat stronger in the EU15
than in the old Member States. On the other hamel share of the middle educated health
professionals and managers of SMEs increased siramghe new Member States (8 and 6%
respectively) than in the old Member States (3%} $ame holds for the categories craft and
related trades workers, motor vehicle drivers andbife plant operators, as well as
elementary occupations.

These differences are even more striking when dagguthe different groups of countries.
The middle educated workers lost ground especialthe retreating countries, especially in
the categories health professionals, other managessmess professionals, other professional
technicians and motor vehicle divers and operatdmvever, the share of other operators
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increased substantially with 20%. The middle edectatorkers increased their share in the
winning and upcoming countries (4%), especiallyhia categories motor vehicle drivers and
mobile plant operators, elementary occupations, haw@ics and fitters, and health
professionals, although the changes in sharesr diffenewhat between the winning and
upcoming countries. The middle educated worketsilstad their position in the countries at
risk, although they lost in the categories busim@sdessionals, other managers, mechanics
and fitters, other operators, as well as othergasibnal technicians.

Table 3.17 Occupation share changes distribution ahtrade, 2000-2006: mid educated

2
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Managers of SMEs 3 6 3 4 0 0 -5
Other specialist managers -1 -4 -2 2 -10 -2 -17
Health professionals 3 8 4 10 8 3 -19
Business professionals 1 -8 0 4 -12 0 -12
Other professionals and technicians 3 0 1 4 -4 2 9 -
Clerks 1 1 2 1 1 2 -6
Service workers 3 1 5 5 1 9 0
Mechanics and fitters 5 1 7 5 -5 11 0
Craft and related trades workers 1 4 1 0 2 4 -1
Motor vehicle drivers /mobile plant
operators 7 11 11 11 6 14 -8
Other operators 25 -3 9 7 -4 -3 20
Elementary occupations 6 7 5 13 5 4 4
TOTAL 2 1 3 4 0 4 -5

Throughout the EU, the high educated employeesasad their share with 2% in 2000-
2006. In the new Member States this share increas®dl1%, in the EU 15 with 2%. The
main increase is shown in the category other masg@éo), while the main decrease was in
the category health professionals. The increasetler managers and also in business
professionals as well as the decrease in healfegwionals and in managers SMEs was much
stronger in the new Member States than in the EU15.

The increase in the share of high educated worketge distribution and trade sector was the
strongest in the retreating countries (5%) anddtest in the upcoming countries (2%). This
increase in the retreating countries was especkthgng for health professionals, other
managers, and business professionals. It is sirtkirsee that where health professionals gain
a lot in the retreating countries, they really lagound in the other groups of countries.
Another important difference is shown for the catggmanagers of SMEs: they lost 4% in
the upcoming countries, but they increased 4% envtimning countries. The countries losing
momentum and the retreating countries show a gingitawth patters for the categories
business professionals, other managers, as wellhas professional technicians. Clerks are
gaining more in the winning countries than in thieeo groups of countries; the same holds
for the mechanics and fitters in the retreatingntoes.
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Table 3.18 Occupations share changes distributiomad trade, 2000-2006: high educated

> £ £ E

2 2 @ $ 32 S5 @&
Managers of SMEs 0 -4 -1 4 3 -4 1
Other specialist managers 6 8 7 5 10 6 17
Health professionals -4 -8 -5 -8 -9 -4 19
Business professionals 1 8 3 2 12 3 12
Other professionals and technicians -2 1 -2 -1 12 -3 8
Clerks 3 2 3 6 3 2 0
Service workers 3 1 3 3 2 3 1
Mechanics and fitters 1 -2 0 0 0 0 4
Craft and related trades workers -1 -1 0 1 -2 -2 0
Motor vehicle drivers /mobile plant
operators 1 -1 0 1 2 0 0
Other operators 2 3 2 2 1 0 0
Elementary occupations 1 0 1 2 3 0 -2
TOTAL 2 1 2 3 3 2 5

3.4 Productivity and labour costs

The sector wholesale trade and commission trade eesge adjusted labour productivity of

157.6 %, which is higher than the non-financialibess economy average. Four of its sub-
sectors also have a wage adjusted labour prodiyctivat is above average: agricultural

wholesaling (150.0 %), wholesale of consumer gddd3.8 %), other wholesale (180.5 %)

and wholesale of intermediate goods (184.1 %).Wage adjusted labour productivity ratios

of the sub-sectors wholesale of machinery and eaeipp and wholesale on a fee or contract
basis were below the non-financial business econaveyage being 140.0 % and 142.0 %,
respectively.

The wage adjusted labour productivity of the secttail trade and repair of personal and
household goods was 129.0 % in 2004. Of the diftesabsectors, the subsector retailing not
in stores had the lowest wage adjusted labour gtodty (96.1 %). None of the subsectors

has a wage adjusted labour productivity that eqaalexceeds the non-financial business
economy average, as the highest ratio is 132.0g#ci@lised in-store new goods retailing

other than food) (Eurostat, 2007a).
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Table 3.19 Labour productivity and wage adjusted laour productivity, 2004

Apparent Average Wage adjusted
Sub-sectors Iapqur personnel Iapqur
productivity costs productivity
(1 000 euro) (1 000 euro) (%)
Motor vehicles and motorcycles distribution 38.3 5.8 148.0
Sale of motor vehicles 51.1 29.6 172.6
Maintenance & repair of motor vehicles 24.8 20.7 119.8
Sale of motor vehicle parts & accessories 35.0 25.0 142.0
Sale, maintenance & repair of motorcycles 32.0 4.22 131.0
Wholesale trade and commission trade 48.4 30.7 .6157
Wholesale on a fee or contract basis 41.7 29.4 42.01
Agricultural wholesaling 40.0 27.0 150.0
Wholesale of consumer goods 45.5 28.8 157.8
Wholesale of intermediate goods 55.9 30.4 184.1
Wholesale of machinery and equipment 56.3 40.0 140.0
Other wholesale 35.1 19.4 180.5
Retail trade and repair of personal and househalddp 22.6 17.6 129.0
Non-specialised in-store retailing 21.2 16.0 .030
Specialised in-store food retailing 18.0 13.7 1.53
Specialised in-store new goods retailing othentfood 24.0 20.0 132.0
Second-hand goods retailing in stores 17.7 155 114.4
Retailing not in stores 20.1 21.0 96.1
Repair of personal & household goods 18.5 17.4 06.2

Source: Eurostat (2007a)

A study by The Conference Board (McGuckin, Il @t 2005) showed that there is a

substantial difference in productivity in the comoeesector between Europe and the USA.
Labour productivity growth among US retail firmsirased from 2.6% between 1980 and
1995 to 7.4% between 1995 and 2002. In Europe tieseth rates remain very low, ranging

from 0.2% in Belgium to 1.6% in France in the pdri®95-2002. The main reason for the
strong growth rates in the USA is the fast adopaod integration of new technologies as
well as substantial organisational changes. Eurspauch slower in this, mainly due to

regulatory obstacles, smaller scale, differencesilture and language.

3.5Industrial relations

The retail sector in Europe is characterised bglatively low trade union density, although
there are differences between countries. Belgiuth&neden have a very high trade union
density rate of more than 60%, but countries likgor@s, Spain, Bulgaria, Latvia and
Hungary have a trade union density rate below 18%GC, 2007). In addition, there is a
close relationship between the union density inegenand the one in retail; countries with
high union density in general also have a high idens the retail sector. Furthermore, trade
union presence is very low in small independenpstand as the retail sector has a relatively
large number of SMEs this might be a reason for ke union density as well
(Eurofoundation, 2004).

On the side of the employers, there are severalog@s’ organisations, which differ in
status and structure (sector specific or not,iatétl to an umbrella organisation, dedicated to
SMEs etc). In most countries, employers’ organiseiare active in collective bargaining. In
some countries, like Ireland and the UK, they agilye advice and in some other countries
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they are not involved at all as the bargaining saktace at the company level. Also, the
collective bargaining differs enormously among Bg&opean countries. In most countries
collective bargaining is performed at the sectéeakl, in some countries at the sub-sector
level (the Netherlands) or at the regional levegri@any). In Finland, Ireland and Slovenia,
collective bargaining takes place at the natiom&krsectoral level. In France, Hungary,
Latvia, Cyprus, Malta, and the UK, bargaining takesiinly) place at the company level, in
other countries company level bargaining appeaysther with sectoral bargaining. In some
countries the collective bargaining covers 100%bhef retail sector, but in other countries,
especially with many company agreements, the cgeerst much lower (Eurofoundation,
2004). At European level, there is a strong sati@bgue between social partners, including
EuroCommerce representing the employers’ side adtBurope Commerce, representing
the trade unions. The social partners come to nagngements and joint texts, but they have
hardly any impact on collective agreements.

The social dialogue has become more adversargdvaral European countries. Conflicts are
mainly related to low levels of bargaining coveragjge resistance of large-scale retall
multinationals to social dialogue, and the low umnrepresentation in SMEs and franchisers.
An important issue is the process of deregulatinod extension of opening hours. Trade
unions are against it, as it only worsens employraenditions without an increase in sales.
In most cases compensation for unsocial workingdh@unegotiated. Another issue is the use
of part-time work. Discussions deal with the issakegaon-voluntary, part-time work and the
flexible use of part-time work by employers. An apting topic is gender inequality in retalil
with a high proportion of female employees, eardggs than men for work of equal value
and working unsocial working schedules, which makedifficult to combine work and
family and hence to make a career (Eurofoundafiog).

4 Value chains, networks and actors

4.1 Analysis of the value chain

The traditional value chain in the commerce secatwmde a clear distinction between
wholesale and retail (figure 4.1). The retail se@soessentially business-to-consumer (B2C)

and the wholesale sector is business-to-busined3)(B

Figure 4.1 Traditional value chains in the commercsector

Producer N Wholesale N Retail N Consumer
—/ —/ —/

Producer |\  Wholesale |\ Industry &
— —| Construction
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The distribution and trade sector consists of twainmfunctions: retail and wholesale.
Wholesale includes the selling of goods to retaitarto industrial, commercial, institutional,
and professional users. Wholesalers compete thrpughiding more efficient service or
more sophisticated value-added services. Wholesakan provide a range of services from
basic storage and break of bulk, sorting, gradargl logistics to pre- and post-production
operations, but also inventory keeping and creatitlifies (Eurostat, 2007)'he position of
the wholesaler in the supply chain depends on tbdygts traded. An importer imports the
goods from abroad and sells them to national buyghsle an exporter is specialised in
selling products to buyers abroad. Some wholesatetsde both import and export. There
are also business houses selling broad assortrmedt®cusing on international trade. They
often have branches all over the world. The natierf®lesaler focuses on national trades,
while the wholesale dealer is mainly selling toiowal retailers and large-scale users.

Traditionally, the retailer just sells the goods ttte consumer without transformation.
Nevertheless, the traditional value chain has cbdngpnsiderably over the past 20 years.
Driven by a continuous search for scale economieb efficiency improvements, retail
companies are becoming larger and are increaseigliargain power towards suppliers. The
large companies increasingly take over the whaotefsaiction and negotiate directly with the
producers. Another development is that retailetsoduced retailer brands in addition to
national brands, which put them even closer toftmetion of the producer. Finally, the
power of the retailer has increased because ofisgalf shelf-space in relation to the number
of new products launched (Cortsjens and SteeleB)20hese developments transformed the
commerce sector from a supplier-driven sector anbuyer-driven sector (figure 4.2).

Figure 4.2 Integration of the wholesale function irthe value chain

Producer Retail / Wholesale i Consumer /

End user

—N
—]

While retailers are integrating the wholesale fiorctat the same time they are outsourcing
the logistics to specialised firms. This verticalteigration in combination with the
outsourcing of logistics has also changed the asseership in the supply chain (Dawson,
2001). Logistics are now conducted by specialigingi or regional distribution centres,
sometimes on an exclusive-use basis, sometimes shrar@d-use basis. Also the inventory
ownership has changed because the inventory ismawaged by the vendor.

Although retailers are getting more powerful, thgestion is if this results in a better
performance for these retailers. According to Genst and Steele (2008), retailers have not
outperformed the manufacturers and they struggleataslate increased bargaining power
into improved operating performance (economic prefiles growth, and profit margin) and
shareholder performance (total shareholder retdrngy studied the performance of the 50
largest publicly quoted retailers and manufacturer&urope and North America over 10
years. Despite the fact that retailers have moveep@and despite the fact that more resources
are transferred from manufacturers to retailerad@rpromotions) and that some of these
resources are not passed through to the consumetailers have underperformed
manufacturers (Corstjens and Steele, 2008). Thit pnargins of manufacturers are two to
three times larger than the margins of retailetsgEommerce, 2008b).
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The increased vertical integration is also stinedadby e-commerce (see also section 5) and
leads to disintermediation in the supply chain.ie&mediation means that intermediaries
are eliminated (see figure 4.3). These intermeekacould be wholesalers, but also retailers.
Especially because of Internet, the role of retaitmuld become non-essential and producers
could directly link to consumers (Harrison and Wai2006; Sampson and Fawcett, 2001;
Giaglis et al., 1999). For example, authors of lsoakd musicians could sell their books and
music directly to the consumers, without using &lisher or music company. Another
example comes from Dell Computer, which is sellogmputers directly to consumers.
Disintermediation can lead to higher profit mardioisthe producers and lower prices for the
consumers (Giaglis et al., 1999).

Figure 4.3 Disintermediation in the value chain

Producer :> Consumer/
End-user

Manufacturers could search for better and morectirgationships with the end consumers
and cross over into the retail arena, for examimeugh creating brand-related experiences,
such as M&M-shops or Disney stores (PWC, 2007).

There is also a reverse trend of reintermediatmiing new elements to the supply chain
(Harrison and Waite, 2006; Sampson and Fawcett];2G0aglis et al., 1999). This could
include displacing a traditional actor in the sypphain, like Amazon replacing traditional
bookstores, but it could also be completely neworsctlike so-called aggregators or
infomediairs, which are websites providing conswsnaith information from a number of
suppliers and offer feature and price comparisémather example is the on-line auction,
which auctions almost everything from computersitplane tickets. According to Giaglis et
al. (1999) these new types of electronic marketsdcalso be called cybermediaries.

Production and value networks

In order to optimise the value chain and to de#hwhe fierce competition both retailers and
wholesale want to increase their economies of smadkbargaining power. Hence, they are
searching for collaboration and building key relaships with other economic actors.
Manufacturers will search for more direct relatiops with their consumers through the
creation of brand-related experiences (Nike stdbesney stores), but they will also initiate
co-branding. Co-branding are partnerships betweeretxample H&M and Marimekko or
Karl Lagerfeld or between Philips and Douwe Egbésera Lee) (PWC, 2007).

Wholesale companies will collaborate to increasenemies of scale and to increase buying
power. However, sourcing networks also offer opjaties for wholesale companies as

suppliers and clients increasingly focus on thenecactivities and outsource other activities,

which can be provided by the wholesale sector. Whelesale companies can also decide to
focus on their core activities and outsource foaregle transfer and warehousing to

distribution centres. This will lower their invemies, decrease out-of-stock, increase labour
productivity, and improve customer service (De J@tf3).

Large retailers have developed global sourcing aedsvthat allow them to identify and

choose those suppliers around the world that caduyse goods according to the desired
product requirements and at the lowest possiblescos

34



Driven by economies of scale, retailers increagingbllaborate. Independent retailers
collaborate in purchasing networks to increasermyypiower. These purchasing networks can
be set up as international voluntary buying grougiag the same sales format in their stores.
An example of this is Intersport, which is a comnsbore format (assortment, styling, name)
used by individual and independent retailers. Retaichasing networks often use Electronic
Data Interchange (EDI) systems to link directly hwitnany suppliers and to increase
efficiencies in the supply chain management. Thare also examples of very large
international business-to-business networks. Famgte, WorldWide Retail Exchange
(WWRE) was established as an Internet-based busstodsusiness retail e-marketplace in
2002. WWRE was founded by 17 international retaileom different sub-sectors. WWRE
enables retailers and manufacturers in the foodergé merchandise, textile/home, and
drugstore sectors to substantially reduce costssagoroduct development, e-Procurement,
and supply chain processes. The network has adisawith technology and service providers,
providing the underlying software, applicationstadaetworks, data management etc. In
2005, WWRE merged with GlobalNetXchange (GNX) whighs established in 2000 and
includes large retailers like Carrefour, Metro, ri8hury, and Sears (ILO, 2003;
http://www.worldwideretailexchange.org).

Retail buying networks can also develop their oafait brand products (often commodities).
For example, in AMS 11 European retailers collateorm buying food and non-food
products and they have developed a retail discorartd called Euro Shopper. Euro Shopper
is sold in the supermarkets of the members of AMS 15 European countries
(http://www.ams-sourcing.com).

Another form of a retailing network is the estahiieent of franchising chains. With
franchising, a franchisor authorises a proven lessirmodel to a franchisee for a fee or a
percentage of the sales. Franchising gives entrepre the opportunity to start a new
business with a proven business model. For thecliiaars, franchising offers them the
possibility of expanding their business at a muigfyér scale and pace. Some retail formats
are fully based on franchising, others are a migwih stores and stores owned and operated
by franchisees. Also entrepreneurs can have indigmenstores and formats as well as
franchise store at the same time.

At national and European level, retailers and wake companies collaborate in various
platforms for example on standards, quality andtyah the supply chain, technology, labour
etc. These platforms are used to discuss issuegenést to both, but also to organise more
negotiating power toward national and European gowents. At European level, the

commerce sector is represented in EuroCommercehwihcludes commerce federations,
national and international associations, represgntspecific commerce sectors, and
individual companies.

4.2 Restructuring and change

The traditional division of activities between whséle and retail has changed considerably
over the past 20 years. As described in the prevemation (section 4.1) the most important
changes in the distribution and trade value chatude:

Increases in scale of operations to capture ecaw®aiiscale;

Integration of the wholesale and retail functions;
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Disintermediation as a result of technological d®(internet, e-commerce); and

Reintermediation through the provision of additiosarvices by aggregators and
infomediaries.

Important drivers for these changes are the hot@ocompetitive relationships among
retailers and new forms of relationships betweenufacturers, wholesalers, and retailers.

Horizontal competition among retailers

Retail trade faces a growing intensity of competitiThe large enterprises are getting bigger
and the SMEs are struggling to hold their positiars the market. This intensified
competition has resulted in a further concentraiiohoth the number of enterprises and the
turnover (Jacobsen, 2002). Of the 500 biggest campan the Fortune Global 500, 61 are
multinational companies in trade and distribution,which the majority is in retail. The
largest company in the world, Wal-Matrt, is a ret@mmpany (EMCC, 2007). In 2000, the ten
largest food chains in Europe accounted for 42%heftotal European retail food turnover;
ten years earlier this was 13%. It is even expetttatia sales volume of € 150 to 200 billion
will be the norm for a global player in retail (d&dsen, 2002). There is a constant search for
economies of scale and efficiency improvementsclviesults in mergers and acquisitions
and further consolidation.. Moreover, there is taifespecific factor called ‘Wal-Mart’. This
company has always searched for supply chain efffttes and negotiated very favourable
terms with its suppliers, just to offer discounicps and to undercut its competitors. The only
way to have a chance to compete with Wal-Mart &edike is to grow to a competitive size,
to organise supply chain cooperation, standardizatand integration in order to increase
purchasing power (ILO, 2003).

The constant growth of already large retailerdss aharacterised as High Volume Retailing
(HRV). High Volume Retailers (HVR) are firms haviagmarket share of more than 5% or a
turnover higher than € 200 million and employingd2%rsons or more (EECS / CCMI,
2008a; London Economics, 2008). The Consultativen@assion on Industrial Change
(CCMI) from the European Economic and Social Corterit(EESC) initiated a study to
analyse the relevance of and developments in HViRtardiscuss the potential social and
economic effects. London Economics provided théissies for this study about HVR in
groceries and clothing. The study focussed on eighintries across Europe: UK, France,
Germany, Spain, Italy, Romania, Poland and CzeguBl&. The study shows Germany and
the UK are the most concentrated markets, wherditbelargest retail firms control over
70% of the market. that the turnover of high voluretilers increased significantly in the
past five years. In France this market concentnatgaches 60%. Other studies confirm that
also in Ireland and Sweden the top 5 retailers nugdenore than 70% of food retail market
in 2005 (EESC / CCMI, 2008b).The food retail markets the highest concentration; the
clothing sector is more fragmented, although in the 35% of the clothing market is
controlled by the five largest companies. In recgrdrs this concentration has increased in
general. In terms of employment, in the UK and GennHVR employ respectively more
than 75% and 60% of workers in food and departremes. In Poland this is about 20% and
in Romania less than 5%. The share of suppliakssthrough HVR is increasing and
ranges from 64% in Germany to 10% In Romania (Lon8oonomics, 2008).

Although the profit margins in food retail are ratHow (not higher than 4%), the high
volume sales of these retailers result in substhmiofits. There are worries about the
potential negative effects of the continuous growftiHVR. According to the EESC (2008),
HVR could lead to too much power for retailershie supply chain and practices considered
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as unfair like below cost selling, price flexingi¢es adjusted at local level), waterbed effects
(suppliers charging higher prices to smaller retaib compensate for lower prices given to
HVR), the use of own-branding, retrospective charigdrading terms by HVR on suppliers,
lump sum payments from suppliers to secure ordatsshelf positions, charges for customer
complaints, etc. However, the study also acknowdsdpsitive effects of HVR, especially in
developing countries as they offer new opportusitie these countries because of the
retailers’ global sourcing strategies. The EES@8&@roposes to organise a code of practice
between retailers and suppliers that self-regutetebalance of power between suppliers and
retailers. EuroCommerce (2008b), on the other hdonds not see the need for a code of
conduct. The retail sector is constantly monitol@dpotential anti-competitive effects and
the EC competition law as well as national legishatprovide sufficient safeguards.
Moreover, there is no evidence for abuse of magkesition by retailers in Europe.
EuroCommerce states that a strong market positothe retailers is necessary to serve as
equivalent counterparts to the small number of veowerful suppliers, which in some
countries control more than 70% of the market. Théyo refer to a study by the CPB
Netherlands Bureau for Economic Policy AnalysisO@0 showing that there is no clear
indication that retailers have raised their buypogver between 1993 and 2005 at the costs of
consumers or manufacturers. Moreover, the profitgina of retailers are two to three times
smaller than for manufacturers. EuroCommerce (2P88fates the arguments that consumer
prices have increased because of concentrationhen retail sector. According to
EuroCommerce (2008b), retail prices have incredseer than inflation over the past
decade and the recent price increases are maielyoduigher prices for agricultural products
and energy due to fact that demand is rising faten supply. In addition, retail prices
follow closely market fluctuations.

Horizontal competition among retailers is direcliyked to the retail format. There are
several retail formats, including discount storegnvenience and forecourt stores,
hypermarkets and superstores, supermarkets andhboeidhood stores, and cashé&carry
stores. Especially the mass retailers and supesstuave emerged in recent years and they
grow faster in comparison to traditional or smatliail outlets (Jacobsen, 2002). Competition
is generally based on price, variety in goods’ gates, the assortment, and the store
locations, but competition is increasingly basedoane competition between different retail
formats as well as among the same retail formaise Bompetition is mainly the competition
focus of the mass retailers, as intense concemtratuld encourage price-oriented strategies
as market leaders convert cost leadership intee peadership (Jacobsen, 2002). The small
firms are being pushed towards survival strategreduding price-cutting, reducing costs,
and narrowing product ranges (ILO, 2003). Howewnall-store formats do increasingly
have more opportunities to focus on low prices has/ tare becoming more cost efficient
(EMCC, 2007). Nevertheless, price competition idrerely difficult for the smaller
companies and a reverse trend is also visiblerangér focus on customer relations and
offering more and better individual service to ousérs, which justifies higher prices and
therefore a higher profit margin (Barwald, 2004).

New relations between suppliers, wholesale, and et

A direct result of the concentration and consoiatatis that large retailers have more

bargaining power towards suppliers and can negoliater prices. Moreover, large retailers
even integrate the wholesale function and negotiatectly with the manufacturers. The

large retail companies are global buyers as thaggther with global brands (like Nike and

Disney), are searching all around the world forlikst products at the lowest possible price.
Some even say that these large retailers like Waat-Mave very strong economic power as
they are deciding where production should take eolacthe world (Interview with Gary
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Gereffi by PBS Frontline, 9 September 2004). Altjlouhe US-company Wal-Mart is often
used as an example for developments in retailhaukl be kept in mind that, despite its
success in the USA and other parts of the world,alldnternationalisation moves of Wal-
Mart are a success. In 2006, Wal-Mart sold its Gerrstores to its competitor Metro, nine
years after entering the German market. The cultdifferences and difficulties with
adjusting to local tastes remained a serious bawisuccessful operations for Wal-Mart in
Germany (BusinessWeek, 28 July 2006).

Retailers that want to move away from these tranliti competition strategies introduce a
wider perspective that considers cooperation amdpetition both in the vertical and the
horizontal dimension. A good example of this treadhe development and promotion of
own brands. Although the control on product desgpgcification, and quality monitoring
are internalised by the retailer, the (investmahproduction is externalised (Dawson, 2001).
Another example of vertical changes in the fundioof retailers is including the
‘productivity’ of customers and suppliers, throughstore services such as bakeries and
coffee shops, and through cooperative brand dexetap with suppliers (EMCC, 2007). The
relation with the customer is also strengthenedudin the introduction of customer loyalty
and reward systems.

Effects of consolidation on employment

There are not so many studies on the effects ofyengerand acquisitions (M&A) in the
commerce sector on employment. A study by the matissnal Labour Office (ILO) in 2003
aimed to analyse these effects in more detail.sihey shows that effects on employment as
a result of M&A in commerce can differ significanthmong countries and among M&A
‘cases’ in the same countries, because of lawglitivas, the sub-sector involved,
employment structure, and the specific merger obges For example, in the UK the
employment in the commerce sector continued to gnro2001 and 2002, by 8.1 and 2.2 per
cent respectively, while it experienced heavy M&&idties and a recession. On the other
hand, in the new Member States the consolidatidchetector comes together with the entry
of global retailers and this may push local (smmalketailers out of business. This will
certainly lead to fewer jobs and, although the glaletailers will also recruit new people,
there still will be a net job loss (ILO, 2003).

Although the various studies give ambiguous resthis general conclusion is that a merger
or acquisition in commerce does not necessarily tegob losses, as internationalisation and
growth leads to employment growth as well. Howeiregmall and medium-sized companies
jobs have been lost because of tough competitidim the big companies. According to ILO
(2003), the job gains resulting from internatiogsation and growth are usually insufficient to
cover for losses in SMEs. An important reason lierrelatively low level of job losses is that
in commerce, M&A are not primarily driven by costving considerations, but more by
increasing competitiveness, reaching greater maskeres, accessing new markets, etc.
Although, M&A in commerce may not lead to direcbjmsses, the impact of M&A may be
wider than just job losses. The ILO report (20938}es that M&A activities in the commerce
sector do not seem to affect local working condgionuch. A previous study by ILO on
M&A in financial services showed that M&A led to meopart-time and temporary work and
different working hours, but in the commerce sec&specially in retail, this is almost
standard. According to the ILO report on M&A in tbemmerce sector (2003), it seems that
M&A in the commerce will only strengthen an alreagiisting employment situation. The
ILO study (2003) also shows that social dialogueveen employers, employees, and unions
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is increasingly used for managing the effects ofgaes and acquisitions and balancing the
interests of employers and employees.

Internationalisation has also effects on the humemource strategies and operations, as the
HR department needs to provide information on ldeas and working practices. In
addition, retailers will need to introduce a HRagtgy for emerging markets, as the current
supply of skilled workers is already insufficieBMCC, 2007).

5 Sector dynamics and the role of technological chargR&D
and innovation

The trade and distribution sector spends relatiledg on research and development (R&D)
than other sectors, but is an important purchasdnigh-tech inputs developed in other
sectors. In Europe (EU27), the R&D investmentshef distribution and trade sector had a
share of between 0% and 3% of the total R&D investis of all NACE branches (EMCC,
2007). R&D is mainly focused on researching consutnends and on developing new
services. Large companies spend their R&D experadittalso on new technological
developments such as automated check-out systechsraaio frequency identification
(RFID).

Information and Communication Technologies

The main technological change in the wholesale eatdil sector has come from the
developments in information and communication tebdbgies (ICT). The wholesale and
retail trade sector is among the largest relativestors in ICT equipment (Pilat et al., 2002).
ICT has (and still is) influenced the wholesale aethil operations drastically and at many
different levels. ICT provides the tools to autoenabusiness processes, to analyse
performance, and to manage relationships with custe and suppliers. ICT has contributed
substantially to advanced supply chain managenwmwering inventory in warehouses (and
thus lowering costs), while decreasing out-of-staokl improve pricing strategies. ICT has
also driven significant trading advantages throsgtarter customer data and has driven the
development of e-retailing and home shopping (I20Q3; ILO, 2006; EMCC, 2007; Van
Ark et al., 2000; BusinessWeek, 2004). ICT is alsed to encourage customers to take on
work that is normally done by store employees, wajghing and pricing vegetables and fruit
and self scanning and self-checkouts (Business\\a&&¥l4). A new development in applying
ICT in the store is paying by using your fingempriThe system is increasingly getting in use
in several European countries and the USA, althahglsystem exists already for some time.
By using the finger print, purchases will be auttioaly deducted from the account. The
system saves money because of less need for casbymimwer costs for electronic
payments, and faster transactions (Elsevier R&ailDctober 2007). A next step could be
payment via iris scan (Elsevier Retail, 23 Octab@d7).

Introduction of ICT in the distribution and tradector has also enhanced the introduction of
lean retailing, i.e. applying the principles of nemanufacturing to the retail sector. Lean
retailing includes simplifying work design, loweginnventory and out-of-stock at the same
time, removing bottle necks throughout the suppigic, and eliminating wasted time, effort,
motion, and materials. Lean retailing results ighleir productivity and lower costs (also lean
staffing levels) and in better service to the coso (McKinsey, 2008). Lean retailing
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requires increased flexibility, which is neededanidress peaks and low-times in activity,
which can vary from day to day. However, balandiegveen flexibility in human resources,
costs and staff turnover is very complicated amgires technological solutions (ILO, 2003).
ICT tools also enable real time retailing, i.e. \pding real time information on sales,
supplies ect., which helps the retailer to make @diate decisions (Elsevier Retail, 25
February 2009).

An OECD study (Pilat et al., 2002) analysed theantf ICT use on productivity and MFP
(multi-factor productivity) growth. It showed thiast the USA the annual average contribution
of ICT-using services to aggregate labour prodecgrowth reached 1.2 percentage points in
the second half of the nineties and that this couddghly be attributed to the retail sector. For
European countries this contribution was much loweh Ireland at the top with reaching
0.65 percentage points in the second half of theet@s. There are also some studies
providing evidence that multi-factor productivitylEP) has grown considerably in the ICT-
using services in the USA, which can mainly beilaited to the retail sector and which is
mainly based on a more efficient use of labour aadital and not on network effects.
Nevertheless, for most other OECD countries thendtie evidence for the impact of ICT-
use on productivity growth. This could be relatedréstrictive labour and product market
regulations that have hindered sufficient returnnuestments (Pilat et al., 2002).

E-commerce

While the sector has fully integrated all kindd@T tools in its daily activities, the uptake of
e-commerce has been slower so far. In 2006, e-cocentad a share of approximately 10%
of the total turnover of distributive trades andoldsale trade enterprises with 10 or more
employees (Eurostat, 2007). This is similar to share of e-commerce for all enterprises
without the financial sector. However, the majonfythese sales are to other businesses and
the government sector, with 75% coming from sables metworks other than the Internet
such as proprietary electronic data interchangel)(EBImost three-quarters of the e-
commerce sales are to national clients, 15% istsoblients in other EU countries, and 8% is
sold globally. The share of sales over Internetlierdistribution and trade sector amounts to
3% of the total sales, while the share of Intesages to consumers (e-retailing) in only 1% of
the total sales in the distribution and trade ged#twst on-line purchases by consumers are
related to travel and holiday accommodation, fo#dwy books, magazines, and films and
music. Food and groceries had a share of 3% inotiime sales to consumers in 2006.
Convenience is an important reason to buy onlimeddition, price comparison sites belong
to the most accessed of all Internet sites (Euno@ammission, 2007).

According to the e-Business Watch surveys of 20@B2007, the total share of orders placed
by retailers online has increased from approxingat@l to 15% in 2003 to 25-30 % in 2007.

In addition, the share of retail companies thass@hline doubled from 19% in 2003 to 38%

in 2007. The share of online sales is higher fogdafirms (45%) than for small retailers

(26%). Between 2003 and 2007, the share of firmahith online sales account for more

than 25% of their sales volume increased from 5%8%. Moreover, the e-Business Watch
2007 study showed that especially SMEs use thaneteo extend their sales from the

regional focus to the national level (e-Busines4dia2008)

Despite the somewhat slow start, the introductibe-oommerce is a main driver for change
in the distribution and trade sector. On the onedha-commerce is used by traditional
operators as a tool, next to stores and catalognésis therefore mainly a facilitating
technology. Internet is then used as an extra saldsinformation channel (multi-channel
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retailing). On the other hand, e-commerce has dethé establishment of new actors (and
business models) in the sector, either focusingresching maximum efficiency (e.g.
Amazon and Dell) or aiming at becoming niche lead&MCC, 2007). Online auction and
shopping sites like eBay have taken an interegiogjtion. Ebay and likes are a platform for
Internet users (consumers and business) wherectieysell goods (new and second-hand)
and services through auction style listings or>adi price format. Started as an online
auction platform for consumers to trade second-hgmalds, collectibles and repair parts,
eBay has transformed into a major online salesmélamwhich is increasingly being used by
enterprises selling their surpluses, but also theswest products and services using
competitive auctions and fixed-price storefronts2008, the total value of all goods sold in
all the marketplaces hosted by eBay amounted tostI®0 billion USD and at the end of
2008, the marketplaces of Ebay attracted 86.3anillisers worldwide (Annual Report eBay
2008)

Already since the introduction of e-commerce, exg@ans about success have been high.
Nevertheless, the successful adoption of e-commisraghallenged and there are several
obstacles to overcome. Efficient order fulfilmemstbstantial average order sizes, and
substantial gross margins are needed for succe§sfofitable) e-commerce transactions

(Jacobsen, 2002). For wholesale companies more g@dhe Internet is not just beneficial.

There also some disadvantages such as a highertamyesmaller order sizes, and more
transport (De Jong, 2003). Other obstacles deah wssues of consumers’ trust and

confidence, efficient and reliable online paymeygtems, and a reliable delivery of goods
(European Commission, 2007; e-Business Watch, 2@8gr challenges include finding the

right fit between online and offline business syt integrating the e-sales practices with
existing operations, overcoming the initial and mbanance costs of e-sales, as well as
training the employees in using e-sales applicat{erBusiness Watch, 2008).

For established retailers it could be easier tosbecessful because Internet is then an
additional channel to the customer (Jacobsen, 200&ditional retailers have a well-
established brand identity and their physical st@e perfect for promoting the virtual store
and for customers who actually want to see and geaducts (Weltevreden and Boschma,
2008). Forrester Research calculated in 2004 théte USA the majority of online sales are
coming from the same retailers that dominate adfbales and that the total online sales from
multi-channel retailers is rising (Johnson, 2004)addition, consumers frequently use the
Internet to research items online and then to themt offline (cross-channel shopping)
(Johnson, 2004). According to Weltevreden and Bwoscli2008), retailers can follow nine
active Internet strategies, ranging from providinfprmation to the customer about the
company and the products to providing additionalises on the Internet (e.g. online help
desk), to creating synergies between the virtudl@rysical stores (e.g. cross-promotions) to
finally a full virtual strategy with only a virtugbresence and closing down the physical
stores. Weltevreden and Boschma (2008) also reldednternet strategies to perceived
performance and their research suggests that améttstrategy almost always had a positive
effect on performance, for example in having moostamers in-store, better customer
relationships, improved customer service, bettgroemre, and sales growth. Their research
also suggests that more sophisticated websitescéhgoviding more services than just
providing information) lead to better-perceivedfpanance. Another interesting result is that
independent retailers benefit more from going anlihan multiple retailers, part of a retail
chain. These is probably because independenteetaidn distinguish themselves better from
competitors and benefit relatively more from exiaegdtheir market than multiple retailers
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who already target a larger market (Weltevreden &wu$chma, 2008). Additional
information on e-business and retailing is provideBox 2.

Box 2. E-Business and Internet-based retailing (b. Leis, TNO, The Netherlands)

The internet has also changed the logic of retpilin a world where products are sold in physigal |(
contrast to “virtual”) stores, the retail stratdtps to be economically demand-oriented. Every tteah
will not be sold within a certain time will lead #ronomic losses. In such a setting, niche prodlcts
cannot be really profitable. If retail is conducteidtually over the internet with no physical stofe
needed, however, two things change. First, stocages of goods will be lower as cheap warehouses,
rather than expensive shop space can be usedmEaiss that rarely bought items can be kept in|the
inventory for a longer time. Second, the potersgia¢ of the market increases dramatically: in ppilec
e-stores are global retailers. This new logic taitdias been dubbed “long tail” by “Wired” magazin
editor-in-chief Chris Anderson (2006). The interatdo helps people with finding such rare items and
niche products. The prospect that nearly everyrelg@sirticle could be found or created and sold also
changes the expectations of consumers who are l@goimcreasingly interested in customised
products. Digital products are especially suited fiche-markets since their storage comes with
virtually no costs. Digitalisation already had afpund influence on music and film distributors fin
regard to the form of distribution (download inste# physical shops) as well as copyright and dig
rights management issues. The internet did not balye an impact on retail of digital entertainment

products (films, music, computer games), but als@elling and buying other items. Places like eBay

or internet networking platforms enable direct safeom end-user to end-user while bypassjng

professional retailers (a process known as disirgdiation). Especially second-hand and wrongly-

bought items are (re-)sold this way. But also @sthartwork and books (e.g. books on demand) cah be
sold directly from the producer to a consumer. Tanables the production and sale of products that
would be unprofitable to classic professional tetaj music labels, distributors or publishers.

—

But despite the revolutionary effects of internetailing, its possibilities and success (still) @av
limitations. For example, the large majority of quanies that have established virtual shops in|the
virtual internet platform “Second Life” did not steed there and had to abandon or scale down their
virtual presence. Some of the reasons for the dinguccess may be of a technical nature. Moying
around in “Second Life” is rather complicated, theernet platform quite often experiences technigcal

glitches and there need to be real people investigig real time in “Second-Life” activities, sorhetg
that actually does not contribute to rationaligatiSome products are also simply not suited fariet
retail. “Haptic” information (i.e “touch and feet&lated product qualities) plays a central roléliging
clothes foods, tools or items where ergonomicsnigorrtant. Although it is principally perceivable {o
simulate haptic and olfactory information in virtwaality, such systems are not likely to be avdda
within the time-frame of this study. Therefore dngortant advantage of physical stores lies in the
live shopping experience and the closeness tortiaupt. This makes the dimension of atmosphere jand
ambience in stores and shops even more importesrn khis, the necessity for new skills in retailing
e.g. in psychology or neurosciences may emerge.

Source
Anderson, C. (2006)he Long Tail. Why the Future of Business Is Sglliess of MoreNew York: Hyperion

Research efforts related to e-commerce are dedidatamproving the online shopping
experience by offering better searching facilities combination with tracking buyers’
behaviour, personalised promotions, and more ictierty.

As mentioned in section 4.1, e-commerce is ond@ftain drivers for disintermediation and
reintermediation in the commerce sector. Usingrivde manufacturers can serve the final
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consumers directly without using wholesale andileta Retailers can organise procurement
directly with the manufacturers without using wiealke. On the other hand, Internet has led
to the establishment of new intermediaries in takie chain, for example the infomediairs

providing structured information on specific protlggoups (items, prices, characteristics,

reviews etc) to end consumers.

A next level in e-commerce is m-commerce, onlinepgling using the mobile phone. The
mobile phone is becoming a very important deviceetail, stimulated by the march of smart
phones (e.g. iPhone by Apple, Google phone by HiT®akia phones) (TNSGlobal, 2008).
At the moment, smart phones are mainly used foclkihg information on products and
prices and only to a small extent for buying onliAestudy by Foresee Results (2009) shows
that 72% of the American consumers who use a mabitene when shopping, uses it to ask
another person about a purchase, while 40% maléstiae and send it to another person,
24% uses the phone to check prices online and 1% mobile Internet to check product
information. Using the mobile phone to buy onlisehindered because web shops do not
always support the scripts and standards for mdiitevsing. Manufacturers of mobile
phones now get heavily involved in mobile shoppagythey develop their own systems
supporting mobile shopping using their phones (@gnes by Apple matches perfectly with
the iPhone). This turns manufactures of mobile plsomtro retailers as well. The mobile
phone can also be used for location-based marké&dirgpnsumers. Customers can receive
personalised marketing messages and discount cew@itheir mobile phones or handheld
computers as soon as they are approaching a dBusinéssWeek, 2004). Near Field
Communication technology enables tailor-made ardividual marketing, shopping and
payment via mobile phones. Near Field Communicateechnology is the integration of
special chips in mobile phones that can communigétfe computers offering services at a
short distance (20 cm). Mobile phones can thendeel dior scanning the barcodes to check
the product’'s freshness or for scanning barcodeadwvertisements to look-up websites
automatically. A new application is that mobile pks will be able to recognize products in
the shop, which you then can order on the Intefaistevier Retail, 16 December 2007 /18
January 2008). In Japan, these smart, mobile, drpsalready used as credit cards, bank
cards, public transport tickets, subscription camdg even as front door key (Elsevier Retail,
25 February, 2009). Mobile phone and the Intemiit change the interaction between
consumers and retailers, it enhances the marketgaaency and consumers will have more
knowledge about products, pricing, features andiycbperformance than salespersons. This
is also seen as an important contribution to ttaisaion of a Single European Market
(European Commission, 2007).

The increasing popularity of online auction sitemld lead to more consumers becoming
retailers, possibly diminishing the role and vabferetailers. The Internet also results in a
new medium for advertising, for example through Mmudocused, subtle, guerrilla-like
advertising via YouTube or shops in Second Lifaalty, the Internet will make it easier for
consumers to find information about and for NGOgjtestion child labour, sustainability,
and safety issues at companies (Deloitte, 2007).

Radio frequency identification technology (RFID)

One of the latest ICT developments that could @@y have a great impact on business
processes and labour is the development and irgtioduof radio frequency identification
(RFID) technology. RFID is considered as the nextagation of the bar code. RFID makes it
possible to transmit the identity of an object Wssly, using radio waves. RFID uses tags
for remote storage and retrieval of data. A RFIf ¢an be placed on a product or packaging
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and in combination with RFID readers and a datéesysthe product or groups of products
can be electronically and automatically identifead tracked without having to scan every
item individually. RFID promises major efficiencyaigs (and therefore lower costs) in
process management and warehousing. It can subfitartontribute to more efficient
logistics in warehouses, it can replace cashieshops, it can help to control sensitive cargo
(e.g. checking temperature of perishable good<iant help to reduce theft, and to decrease
the number of items being out of stock (ILO, 20B8CC, 2007; BusinessWeek, 2004; The
Economist, 2007).

The application of RFID in distribution and tradestill in the beginning phase and, although
it has big promises for the supply chain managenierthe e-Business Watch Survey 2007,
only 4.7% of the retail firms included in the studyed RFID technology and it was more
used by large firms (15%) than by small firms (o2%p) (e-Business Watch, 2008). Present
applications are mainly related to security (preéwentheft). There are many problems in the
further development and application to be addresbee main hurdles are the high costs of
the RFID (tags and infrastructure), different s&mad, the impact on privacy of consumers
(and employees), and the fact that benefits wilbpbly be bigger for retailers than for
suppliers, while suppliers will have to make moskthe investments (ILO, 2006; EMCC,
2007; BusinessWeek, 2004; The Economist, 2007).

Employment effects of RFID

A study by ILO (2006) analyses the possible effemftsapplying RFID on employment.
Because RFID is still in its starting phase, ih@d possible to draw any concrete conclusions.
Regarding the relation between technology and eynpdmt, there are different effects
possible: the introduction of a new technology ad to more productivity and through the
development of new products to more demand. If petidity increases come along with
increases in demand, employment will be protectéddemand increases more than
productivity, new jobs will be created, but if demiastays behind productivity increases, jobs
will be lost. Many economists stress that the wherew technology results in job losses in
the short term, increase in demand because of Ipviees (driven by cost-savings resulting
from higher efficiency) will often lead to more phaction and hence more labour in the
longer term. Even if lower prices do not resulimore demand, the effects on employment
may still be positive as consumer can save mongichathey can spend on other goods and
services, resulting in more jobs elsewhere (ILO)&0 The ILO study (2006) expects that
these experiences with new technologies in geneithlalso apply to RFID in retail. The
study expects that the adoption and diffusion oftRWill gradually impact employment in
retail and that it could lead to job losses, bat ih could also shift workers to more service-
related positions. In addition, the study expebtg the introduction of RFID and other IT-
related applications may lead to retail workersbewome more IT-literate, also requiring
higher skills (ILO, 2006).

Future trends in retailing

Although the introduction of ICT has led to sigo#nt cost reductions, another goal of
research activities and the introduction of newhtetogies is to address the needs of the
customers in the best possible way. Therefore,t aflaesearch is focused on analysing
shopping behaviour of consumers and consumer maeigehents. Related to that is research
in fields such as pricing and promotion, businesslats, future of brands, shopping density,
customer loyalty, shop formats and future shoppatages, supply chain management, and
transport modes (EMCC, 2007; Grewal and Levy, 2007)
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Foresight studies (e.g. HBD, 2006; Forum for théuFa) 2007) describe several trends for
retailing in the future (2020 and beyond). Retaileill increasingly become a brand in itself
and consumers will search for experiences whenmhgpExperiences will be provided by
the retailers, but also by shopping-malls offenmgre than just shop floor space. This fun-
shopping will be extended to e-fun-shopping (HBDQZ, HBD, 2006; Forum for the Future,
2007). A main trend is the one-on-one relationdbgbiween retailer and consumer, also
driven by ICT tools enabling this, such as narrastiogg (HBD, 2006; Forum for the Future,
2007; Accenture, 2008; Elsevier Retail, 2009). Masstomisation will be fully adopted in
the future. The retailer will know a lot more abdig customers and customers will use the
Internet to search and compare offerings. A speaiarket will be addressing the shopping
needs of the elderly, as the society is increagiagking. Customers will require retailers to
be available 24/7. Infomediairs will increasinglgdome important for consumers to find the
right offers, but will also help retailers to finthe right customers. E-retailers will
increasingly specialise in niches and will use larfwlti-channel strategy. The one-on-one
relationship between retailer and consumer wilfuséher enhanced by the adoption of RFID
technology. RFID will help to increase the volumeavalue of data about customers and
products and this can be coupled to customer lpyalivard systems, marketing activities,
inventory management (e.g., real time retail: alpase gives immediate action in the supply
chain), payment systems (e.g., self check-out), REID in combination with e-commerce
will enable networked shopping, where the supplgadds is automatically managed by the
household appliances themselves (i.e., the netwlor&iigerator) (TNSGlobal, 2008). The
power of the consumer will further increase: Thastoner will together with the retailer co-
create a product or service; the consumer will hasay in the product and promotion in
exchange of his ideas and data (e.g., tailoringlyrbofferings to customers need); and the
consumer demands more transparency about the sapaly (HBD, 2006; Forum for the
Future, 2007; TNSGlobal, 2008). Social Networkingofping Web Sites are expected to
become a major tool in the near future. Consumaeltsshare online information about the
hottest stores, new products, trends and must-penducts and these sites provide retailers
and manufacturers a lot of important informatiomabwhat consumers want (TNSGlobal,
2008). Another form of increasing consumer powslt e group buying; consumers will
establish purchasing collectives to increase thmirchasing power towards retailers
(TNSGlobal, 2008). Technology will also further enlce the development of interactive
purchase assistance. Smart Carts will help consuntermake shopping lists, to search
products in the supermarkets, to check prices, @andet special discounts. 3D Body
Scanning, interactive dressing room help and nsrreill help consumers to find clothing
that fit them best, without making a lot of efffiNSGlobal, 2008).

Full mass-customisation requires increased flexybih everything. Retailers will need to
tailor their offerings to their customer, who wile less loyal and will be more active in
negotiating prices and services. This requireshlexetail formats (e.g., mega supermarkets
as well as small convenience stores at high-tradioations like railway stations), flexible
prices, flexible services, flexible customer loyatewards programmes, flexible opening
hours, flexible workforce, flexible shop designsdareal estate (e.g. flexible contracts,
guerrilla stores, retail at special events, anxilfile rental schemes, partly based on turnover),
flexible payment options, flexible logistics diredt by the customer, and flexible
relationships with suppliers (e.g. networks of diggp and suppliers). This increased
flexibility will even stretch to the flexibility ofpossession: an increased use of rental and
even leasing constructions and services (HBD, 2006)
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A very important future issues for retail is Greetailing (Accenture, 2008). Green retailing,
or focus on sustainability, is considered as a nmaste, driven by both consumers and
government regulation. Green retailing has differdimensions, ranging from premium
payments for environment-friendly products, to lesgergy consumption and decreasing
levels of CO2, as well as the creation of highandards for ethical trading.

6 Trade, globalization and international competition

6.1 An overview of international competition

International competition in wholesale

The competitive environment of wholesale is incmegly becoming complex and
internationalised. Producers are vertically intégraby taking over wholesale companies, by
opening their own stores, and by direct selling tha Internet. Retailers are vertically
integrating by internalising the wholesale functiand doing business directly with the
suppliers. Large retailers are also entering tludegsional users. The wholesale faces also
increased competition from service providers spiseid in logistics, which forces wholesale
company to show their added value. In wholesalgrsé strategies are needed to increase its
competitiveness. First, a wholesale company wilkkcheéo offer additional services, for
example by providing special services like finaggitraining and technical advice, pre- and
after sale services. Second, wholesale companikési®ad to invest in process innovation,
for example by fully integrating on-line ordering blients, by uncoupling and outsourcing
footloose activities like administration from inwery and physical logistics, and by
introducing tracking and tracing systems which vadllp to lower inventory levels. Third,
wholesale companies can broaden their assortmahtoéfier one-stop-shopping to their
customers. A fourth strategy is realising econoroifescale and synergies by acquiring other
wholesale companies or by collaborating with otbempanies. Economies of scale are
needed to realise the investments in process itiomga broader assortments and additional
services, and to cope with international competitibinally, wholesale companies need to
internationalise as well, because the sourcing goods is internationalised, emerging
markets offer new growth opportunities, and whdeesampanies can act as intermediaries
for industrial SMEs that lack capacity to operat¢einationally (Ministry of Economic
Affairs, 2005).

International competition in retail

In the Deloitte’s Top 250 retailers in the world 2005, 36% of the companies were US-
based and accounted for 45.6% of the top 250 salesne. Europe had an equal share in
terms of companies, but with a lower share in #dessvolume (39.2%). Japan followed with
a share of 13.6% in terms of companies, but witbreesponding sales volume of only 7.2%.
Most of the Top 250 companies are active in thel feector. However, this share is slowly
decreasing at the benefit of specialty formats likeclothing, toys, and home decoration.
Deloitte’s study also shows that diversified compan(active in food, apparel, and hard
goods) realised the strongest growth in sales aofttability in 2005 (Deloitte, 2007).

Driven by slow growth in the domestic mature maskepportunities in emerging markets in

Asia and Latin America, less restrictive regulasiasf Foreign Direct Investment (FDI) in
emerging markets, as well as the enlargement oEthiepean Union, retail has increasingly
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globalised the past decade (Dawson, 2001). AccgrttirDeloitte’s Top 250 retailers, these
250 largest companies in the world were active im average 5.9 countries in 2005.
Nevertheless, for the Top 250 retailers, foreigiesaccounted for only 14.4% of the Top
250 total sales and 107 retailers in this Top 2&@emot started business beyond their own
borders at all. The European retailers operatedenmternationally than the American
retailers, with an average of 9.9 countries permamy. European retailers realised 28.1% of
their sales abroad. Especially retailers in Frasmee Germany have an international scope
(Deloitte, 2007). It is interesting to notice thlaé retailers that are most globally active seem
to have relatively small home markets (e.g., Inditem Spain, IKEA from Sweden). Other
main drivers for expansion strategies are weakesuwmer spending, intense competition, as
well as tough regulatory environment (EMCC, 2007).

According to A.T. Kearney’'s 2007 Global Retail Dimment Index, India, Russia, and
China are the top three countries for retail dgwalent. These three countries are heading a
top 30 of emerging countries for retail using 25croa@conomic and retail specific indicators.
Countries are ranked according to their score on fi@ain indicators, including country risk,
market attractiveness, market saturation, and pressure. In addition to this index, A.T.
Kearney states that there are three factors thratbeaimportant to the success in the new
market: (i) following the window of opportunity;iiunderstanding consumer readiness; and
(i) knowing when and how to move into second- ahdd-tier cities. The window of
opportunity has to do with the opening, peakinglidang, and closing of new markets and
each stage has its specific market entry strat€gids Kearney, 2007).

For most emerging markets the following trends iasdes can be observed (PWC, 2005):

In most emerging markets, retailers need to inwestvily in supply and logistics
chains, as these tend to be underdeveloped;

Especially in Central and Eastern European cowmt®nsumers are very price
sensitive, also encouraging the penetration ofgpeiabels. In Asia, consumers are
still very sensitive to their local brands and foodlture, which requires further

adaptation by the multinationals;

Both in Asia and the Central and Eastern Europeamtdes shopping centres and
entertainment shopping are increasingly gettingoirtgmt;

The discounting format will play a significant rateemerging markets; and

The markets in the main cities get saturated, tieguh new opportunities in medium
and smaller cities.

Emerging markets have always been considered drraisky, because of political
problems, regulation, and economic imbalances.ddgdeast emerging markets like Hong
Kong Singapore, Taiwan, but also Poland, Hungargl, @zech Republic, experienced strong
growth, but also serious economic crises. Howegelay it is less riskier doing business in
emerging countries because of better financialesyst lower currency risks, less restrictive
regulation of FDI, and appliance to bilateral tramleWTO agreements. Nevertheless, the
emerging countries are also competing amongst thlees especially between China and
India on the one side and the others on the ottler $he second tier emerging countries will
focus on their own competitive advantage, suchrasimity to end markets, labour force and
skill level, infrastructure, or to address the reed China and India (e.g. raw materials,
energy) (Deloitte, 2007).
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Box 3. Retail trends and development in the BRICs

In Asia, India and China are the prime destinatiohBDI in retail in the region, but smaller Asiaauntries
like Vietham and Malaysia are growth markets ad.wdihough operating in India gives many opportigs,

the actual setting up of foreign operations in #énidi limited by India’s laws on foreign compani€sreign

single-brand companies can only enter the Indiarkebaf they start a joint venture with a local {ear,

multi-brand partners can only operate through ach&e or cash-and-carry wholesale model. In auldit
local retailers have ambitious expansion plansels im China, the retail sector is very fragmentégth fierce

competition, which will force retailers to consalieé to gain economies of scale. The world biggég-h
volume hypermarkets have entered China’s tier-dtiesc but these markets have begun to saturatecd;¢
expansion to medium and small cities is the nesp.sThe local Chinese retailers are willing to cetsp
intensively with the foreigners and have ambitiaxgpansion plans as well. Vietham is an interesting
newcomer, as it joined the World Trade Organisatior2006 and will probably remove the trade basrier
against foreign entry of the market within a fevagge(A.T. Kearney, 2007).

In the Middle East, especially the United Arab Eates offer large opportunities with the buildingvefry
large shopping malls, strong GDP, and a consunm@eg’est in a Western lifestyle (A.T. Kearney, 2D07

Latin American countries are recovering after thees of the past decade, which offers new oppiidsn
but there is also fierce competition from local awadrth-American retailers. For example, the preseoic
Wal-Mart in Mexico is very strong, which makes éry difficult for European retailers to expand.Ghile,
national companies have managed to block intenmatioetailers. Other Latin American countries, like
Colombia, Peru, Uruguay, and Argentina are impan@eoming markets (A.T. Kearney, 2007).

Russia remains a very attractive market with restaliés growing by 10% or more in recent years. asand
St. Petersburg are the main markets, but saturhtisrstarted and local retailers have focused ahiumeand
smaller cities. International retailers have natitleis as well and are expanding to these secendities. In
Central and Eastern Europe, Ukraine is a very mimmimarket as it is highly fragmented with manya#in
shops, but also with a growing preference among Ukeainian consumers for shopping in malls and
supermarkets. The enlargement of the EU has prdvidany opportunities in the Baltic States, Romania,
Hungary, Slovenia, Bulgaria, and Croatia. Nevegsgl many West-European retailers have all entbp=g
markets with strong positions, local retailers emasolidating and hence markets get rapidly sadréA.T.
Kearney, 2007). The strong growth of retail in Cah&ind Eastern Europe has also implications ferftiod
product procurement systems in these countries witbhift from local store-by-store procurement |to
centralised distribution centres, a shift from tlse of traditional brokers to dedicated wholesalarshift to
preferred supplier systems, and more use of mtilinal logistics firms (Dries et al., 2004).

According to A.T. Kearney (2007), global retailstsould also look at the labour markets in
the countries to expand, as finding a skilled wor&é is as important as a ready market. Hot
retail markets like India, China and Russia facgom&bour challenges as they have a
shortage of middle and senior retail managemest,stipply of qualified talent is limited,
even more in medium and small cities. In additemployees will no longer be motivated by
higher salaries only.

Internationalisation of trade enterprises has @®ed considerably and for the future it is
expected that this trend will continue. Moreovelisiexpected that the main road to expand
internationally will be through mergers and acdiosis of foreign companies. Through
mergers and acquisitions new markets can be entapédly and it will immediately result in
increased sales figures (Jacobsen, 2002). AccorinDawson (2001), retailers apply a
variety of approaches to internationalisation widttious modes of entry and different store
formats, depending on the purpose of the internatisation (market entry or growth in the
market), potential benefits and problems, and dppstic considerations. Especially
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opportunistic considerations appear to be an inaporriver for internationalisation actions.
According to Dawson, internationalisation is nogena choice or a strategic decision, but it
has become a need or must for realising growth.celedecisions on which countries to
enter, which mode of entry, and mechanism for gnowtuse are responses to opportunities.
Options for internationalisation include Foreignréait Investment by store development,
acquisition, joint ventures, store swaps, franclygpe agreements, and strategic investments
without operational control (Dawson, 2001).

The question is whether the consumers will folldws ttrend of internationalisation as well.
Consumer behaviour differs in each country andelikgerences will probably not disappear
and the ‘European’ consumer will not exist in thers term. This implies that international
companies will need to interact with local cultueesl structures. The entering of the German
and UK market by the US-company Wal-Mart showed thas not simply copying and
pasting a retail format into another country (Jaeoh 2002).

6.2 Trade

The imports of the distribution and trade sectathim EU22 exceeded that of exports in 2006
(Tables 6.1 and 6.2). The exports for EU22 amour@€e’l7.5 billion in 2006, while the
imports amounted to € 46.2 billion in the same yd&e exports had a share of 3% in the
sector’s value added. The imports grew faster tharexports over the period 1995-2006; the
average annual growth rate was 4.4% for exports @iéo for imports. In 2006, the
export/import ratio was 81 for the EU22. The old iveer States (i.e., the EU15) had the
largest share in both the imports and exports;%7abd 94.6% respectively. Countries with
strong growth in exports and imports (winners) uo@ Italy, Denmark, Portugal, Sweden,
Estonia and Hungary. However, in Belgium, Francern@ny, Spain, Czech Republic,
Poland and Slovenia exports and imports in the ceroensector are decreasing.

Table 6.1 Exports distribution and trade, 1995-2006

Exports 1995-2006  As share in value 1995-2006
added
Million euro 2006 %

EU 37 509 4.4 3 0
EU 15 35491 4.0 3 0
NMS 2018 16.3 2 1
Winning 18 266 9.9 7 3
Losing momentum 4126 4.9 8 1
Upcoming 3343 7.4 1 0
Retreating 11774 -0.9 2 -1

Concentration > 100 Concentration < 100
Growth Winning: Upcoming:

Italy, Denmark, Portugal, Sweden, Netherlands, Greece, Ireland, United

Estonia, Hungary Kingdom, Lithuania, Slovakia
Decline Losing momentum Retreating:

Luxembourg, Austria, Finland Belgium, France, Germany, Spain, Czech

Republic, Poland, Slovenia

Source: Eurostat/TNO
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Table 6.2 Imports distribution and trade, 1995-2006

Imports 1995-2006
Million euro 2006 %
EU 46 157 6.7
EU 15 44 991 6.7
NMS 1166 5.0
Winning 28 077 15.4
Losing momentum 7 555 5.8
Upcoming 771 17.7
Retreat 9 754 -2.3
Concentration > 100 Concentration < 100
Growth Winning: Upcoming:
Italy, Denmark, Portugal, Sweden, Netherlands, Greece, Ireland, United Kingdom,
Estonia, Hungary Lithuania, Slovakia
Decline Losing momentum: Retreating:
Luxembourg, Austria, Finland Belgium, France, Germany, Spain, Czech

Republic, Poland, Slovenia

Source: Eurostat/TNO

In EU22 and EU15 the commerce imports exceede@xperts, but the new Member States
had a positive trade balance in 2006. The tradenibalis very strong in Italy and Ireland and
is improving in the Netherlands, Greece, Czech BepuEstonia, Hungary and Slovakia. In
France and Denmark, the trade balance is at rigksibstantially deteriorating in all other
countries, mainly EU15.

Relevant trade issues in the sector

The wholesale and retail trade sector is reallyné@rnationalised sector and relevant trade
issues are mainly related to the existence ofdxarto entry, which follow from regulation on
various aspects. Regulations cover opening holbeslabour market, the real estate market,
the energy market, costs of payments, pricingiotsins (e.g., on below cost selling), as well
as marketing and advertising restrictions. But,ulaipn can also cover trade defence
instruments like antidumping, anti-subsidy, ancegafegulations. All these regulations can
differ by country and can frequently change. Harisation of these issues (but also
predictability and legal certainty) is needed talise a Single European Market. Regulation
intensity and complexity is often considered as igportant factor in explaining the
productivity gap between Europe and the USA (Badrand Kramarz, 2002; McKinsey,
1998).

Internationally, there are several initiatives tbetalise trade and diminish formal trade
barriers (e.g., Doha Development Agenda) and toedese the administrative burden (e.g., in
WTO negotiations). In wholesale, the role of forntehde barriers like national and
international regulation on international trade ahd related administrative burden will
become less relevant. Despite these efforts toedser the (protective) regulation on
international trade, there is a trend of realisngply chain transparency, including tracking
and tracing instruments and quality marks and ladgelThis could increase the level of trade
barriers in international trade. It is also expdcthat the informal trade barriers, like
information asymmetry, social-cultural trade basjassues of trust, etc., will become more
important. Internationalisation of trade will reqriimore efforts in dealing with language
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barriers, building trust, and negotiating tradedibans. Another issue in international trade
will be increasing international transport costsansport costs will increase because of
higher fuel prices, but also because of problenth wansport infrastructure and regulation
on urban logistics (Ministry of Economic AffairsQ@s).

One of the most important regulations in retathis regulation on location. In most countries
in Europe, but also in emerging markets outsidegeirthere is regulation on land use. Land
use regulation defines in which places, which tgpgoods can be sold, but also the size of
the stores. Regulation on location is describedane detail in section 7.

Another entry barrier are restrictions on Foreigreft Ownership and ownership in general.
In emerging markets like China and India, regulatexists that controls the ownership of
companies. Foreign companies, for example, can gmdyate in these countries, if they set-
up a joint venture with a local company or they largted in their choice of retail format.

6.3 Externalisation strategies -outsourcing and offshang

Decisions on externalisation (and internalisatiar® related to the internationalisation of the
commerce sector. According to Swaboda et al (20@83jlers should decide on each value
chain activity whether the activity should be ertdised or internalised and how this should
be coordinated internationally. Procurement is iy wtrategic activity in retailing, which is
also a much internationalised activity. The majyoof consumer goods in Western Europe
are imported directly or indirectly from abroadtdmational procurement is driven by cost
advantages on the one hand and local market fafitaral tastes, etc.) on the other hand.
Especially in non-food consumer goods, procuremsntncreasingly concentrated and
centralised in internal business units, althougdséhcan be spread over various procurement
markets. Nevertheless, internalisation of inteoral procurement is not a rule. Retailers can
use international wholesalers for achieving costvaathges, spreading risks and
concentrating on their core activities. At the samee, these retailers can also use electronic
procurement portals and control production of goedsch are strategically important to the
firm’s profile and position. Production is rarehytérnalised by the retailers and an often used
procurement instrument is contract buying, which dose contractual relationship between
the producer and the retailer. An example of thighe network of suppliers to Zara, the
Spanish fashion retailer. Zara has very tight @otgrwith local suppliers for flexible, just-in-
time deliveries of clothing in order to address iedately the latest fashion trends. In
addition, Zara procures half of its (basis) assertimn Europe and Asia with regular, looser
purchasing contracts. In general, international peoative arrangements are gaining
importance, also stimulated by the use of virtuarket places and partnerships between
large retailers and top brand manufacturers (Swaleo@l., 2008).

For retailers, internalisation or externalisatioh lagistics depends on whether suppliers
(manufacturers or wholesale organisations) carveleldirectly to the shops. In addition,
externalising logistics in the international markiefpends on local conditions. For example,
in China logistics are very difficult to coordinatecause of weak infrastructure, many
informal distribution channels, inconsistent pagiby central and regional governments, as
well as many logistics service providers to do bess with. Here, hiring international full-
service support could be the right option. Achigvicritical mass in logistics is another
consideration in the externalisation decision. mbmation of internalising and externalising
is also possible in foreign markets. Logistics tmck-keeping alone are often controlled by
the firm itself, but transport is often handled $srvice providers (Swoboda et al., 2008).
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Also for wholesale companies a problematic accdggitof clients and an inadequate
transport infrastructure could be an important eassudeciding on outsourcing transport or
not. Clients desire just-in-time deliveries of eixgand smaller) amounts and in exact places,
which will result in smaller and more frequent gelies increasing transport costs and
congestion problems. Wholesale companies (but enty also the retailers) face serious
problems with their transport as traffic jams irage and government policies restrict the
timeframe for deliveries in cities (De Jong, 2003).

Market-oriented value chain activities include nenkg, but also decisions on market entry.
International expansion can be externalised, farmgle through joint ventures, licensing and
franchising. Mc Donald’s is an example of expandihgugh franchising. Another way is

international voluntary buying groups using the saales format in their stores. An example
of this is Intersport, which is a common store fatnfassortment, styling, name) used by
individual and independent retailers. Internatiorethilers can decide to externalise their
marketing activities, for example in cooperationthwsuppliers or by hiring specialised

marketing agencies that can develop internationatkeiing campaigns (Swoboda et al.,
2008). Multi-channel strategies result in more oosdr relation related activities (besides
contacts in the physical store also contacts viermet, e-mail, phone). These type of
activities (customer service centres) could be aurtsed to specialised firms, also abroad
(HBD, 2004).

Box 4. Defining and measuring relocation and outsauaing
One of the biggest challenges when analysing asdudsing offshoring and outsourcing is the
definitional issue of what precisely is meant aradiosely related — how to measure the phenomepon.
Outsourcing covers activities previously carried iothouse sourced to third parties whether abroad
or in the home country. Offshoring in its strictesnhse relates to activities being discontinueithen
home country and transferred to a location abroadaged within the same entity or by an affiliajed
legal entity (OECD, 2007). Frequently, the politidabate mixes the above three and also discysses
job losses due to restructuring unrelated to offisigounder the same label. Furthermore, the palic
debate is fuelled by estimates which are the maumce of evidence in the absence of hard statigtics
Two broad sources on job relocation have as atremdrged: private consulting estimates and pfess
monitoring estimates (Van der Zee et al., 2007)il§\tonsulting estimates have severe limitatipns
(ibidem), the estimates collected by press momigxisuch as the ERM are more reliable. The rhost
valid data, however, systematic official statistms the employment impact of relocation, are pot
collected anywhere in the world today. As a resatgdemics who nevertheless want to use off{cial
statistical data resort to proxies of indicatorgedbcation activity, such as trade data, FDI flcansl
input—output tables (Van der Zee et al., 2007). e\mv, these indicators only measure the indifect
effects of relocation and are affected by a nunalb@ther factors making hard conclusions diffidol{
draw.

7 Regulation

As mentioned in section 6.2, regulation forms amponant trade barrier in the commerce
sector. Important regulations in retail affectingoguctivity growth are related to store
opening hours, land use, and consumer protectiegulation that is also highly relevant for
wholesale deals with transportation, food qualityl &afety, labour, and competitige.g.
pricing restrictions and marketing / advertisingtretions).
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Store opening hours

Store opening hours is an important issue as yiflestand needs of consumers have changed
drastically over the past decades. In addition,kimgr patterns have changed, more women
are working, and working hours have changed. Theran increasing need for 24 hour
shopping, seven days a week. Shopping is more amd enleisure activity (EMCC, 2007).
Since the deregulation of the regulation on opethiagrs in the nineties, opening hours of
shops have indeed been increased (Jacobsen, 288&theless, the regulation on opening
hours differs extensively among European countfresn countries like Sweden and Latvia
with no restrictions to countries like Finland aBdeece which restrict opening hours during
the week. Differences in regulation on opening bare in particular important in relation to
planning logistics and personnel (EMCC, 2007). dme countries legislation on opening
hours interferes with legislation on working timedathe solutions for this differ between
countries and between companies. An often usedisolis the deployment of part-time
workers and/or flexible workers (Jacobsen, 2002).

Location and land use

Location is very important for retailers and lawsland use could be a barrier in finding and
using the best locations. In almost all Europeamnttes, spatial distribution of stores is a
matter of legislation. Legislation on location caver the size of the store as well as the type
of store (Jacobsen, 2002; McKinsey / Ministry obBRoemic Affairs, 2007). Restrictions on
land use can hinder the creation of new storearas might become very expensive and the
value of old store might be valued too high becafg¢he land they occupy. Restrictions on
land use also hamper the establishment of largeesstmeeded for economies of scale
(EMCC, 2007; McKinsey / Ministry of Economic Affaiy2007)).

One of the main trends in retail in the past desasdas the establishment of large out-of-
town supermarkets and hypermarkets. Realising a stewe outside the city centre has
several benefits, including more store space, bgieking facilities, and less congestion
problems. Nevertheless, policymakers are also coadethat these large stores outside the
city centre could have an impact on the vibrancyhef city centre and on the chances of
survival for the smaller, local stores. Shops a pf the social fabric of a local community
and shops are important for a lively neighbourholedr this reason, governments have
introduced regulations that encourage retail dgaraknt in town centres, but often also place
constraints on the development of out-of-town stof@irectly related to this is the aim of
protecting small retail shopkeepers from the insirea competition of large stores. The
French Loi Royer, introduced in 1973, explicitlydhthis intention (Bertrand & Kramarz,
2001). A study by Griffith and Harmgart (2008) dre teffects of planning regulation on the
UK supermarkets confirms that location regulatiam éunction as an entry barrier. A study
by Schivardi and Viviano (2008) shows that in Itadgulation on land use indeed functions
as an entry barrier and that incumbents greatlyetiteas they can increase their profit
margins and prices and lower their investmentsGii.lA result is that efficiency and
productivity is reduced, while consumers have tppare.

Various studies analyse the effects of locationulie@gn on the labour market. For example,
Bertrand and Kramarz (2001) showed than stringegulation on large shops in France has
had a negative impact on employment. According thivardi and Viviano (2008),
deregulation may lead to lower employment for aegivevel of output since it increases
productivity. However, fewer constraints and higipeoductivity may also lead to lower
prices, greater demand and therefore higher emmoynThese studies show that reforming
labour markets is not enough to stimulate employngrowth, also liberalising product
market regulations are an important mechanism.
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Consumer protection

Consumer protection is laid down in a new directowe certain aspects of the sale of
consumer goods and associated guarantees (EMCC).2080ivacy of consumers is
controlled by the Data Protection Directive (Euro@oerce, Annual Report 2007/Action
Plan 2008).

Food quality and safety

Other important regulations deal with animal feed &o0d safety. These regulations require
tracking and tracing of food products from theiigoral source through the whole process of
purchasing, production, and distribution. This reeg end-to-end visibility in the supply
chain and therefore it is important that actordatxrate intensively in their business process
and introduce the right technologies and analyticals in the supply chain (EMCC, 2007).
Also the food labelling policy is important for theommerce sector as it restricts the
possibility of making claims on foods. Policies aedjng the consumption of alcohol and
tobacco are also relevant as they place restrigtmn advertising and sales to youngsters
(EuroCommerce, Annual Report 2007/Action Plan 2008)

Transportation

Logistics to shops in urban areas have to deal mi#tjor traffic problems, due to traffic
congestion, but also to regulatory restrictionsggiRation on transportation and logistics deals
with issues such as delivery times and accesdya@entres for specific vehicles (extra large
or noisy vehicles), but also road pricing (McKingeMinistry of Economic Affairs, 2007). It
is one of the main issues on the agenda of comniedegations such as EuroCommerce.

Labour

Labour regulations are very important for a labmtensive sector such as the commerce
sector. Labour regulations are organised at theomddt level, but also at the EU level
minimum requirements regarding working and emplaytmeonditions and the information
and consultation of workers have been defined. Niegkess, some countries, e.g. the UK,
have opted out on such policies. The commerce 1sestaves for more flexibility in the
labour market to be able to address the needsabmul in a 24/7 economy. The European
Commission acknowledges this need for more labtexillity, while at the same time
providing employees with appropriate levels of sgguThis is the concept of flexicurity
(EuroCommerce, Annual report 2007/Action plan 2008he European Commission
published a Green Paper on ‘Modernising labour tawmeet the challenges of the®21
century’ in November 2006. This was followed by ettensive public consultation, which
resulted in some 450 official responses to the GR&Eper. These responses were published
by the European Commission in October 2007. Theativeonclusion of the consultation
was that the concept of flexicurity is widely ackriedged and that labour regulation is
considered as an important instrument to ensurat@rdlexibility as well as to provide a
sense of security to workers in a world of rapidrude (EC, 2007a).

A study about labour market flexibility, innovatioand organisational performance focused
on the level of labour market flexibility in smapen economies, including Ireland, Finland,
the Netherlands, Switzerland, and Greece (Tsipeual., 2003). The results of this study
indicate that the Netherlands and Switzerland laeentost flexible countries. Part-time work
is very widespread in the Netherlands and to atesstent in Switzerland, but almost absent
in Greece, Ireland, and Finland. In the Netherlabadsh fixed-term contracts and temporary
agency work are important, while in Finland and &&ee fixed-term contracts are more
important and in Ireland temporary agency work srenimportant. The study also showed
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that relatively high labour market flexibility do@®t necessarily come together with a low
degree of labour protection. Switzerland has aively low degree of protection (ranking 6
on OECD's list), but the Netherlands has a modedatgee of protection (ranking 9 of the
OECD countries). The degree of protection is vew In Ireland (4 lowest in OECD) and
very high in Greece (15position). Greece is an exceptional case asfitrinally the least
flexible country, but in practice it is the secomdst flexible, because of violation of labour
legislation, a large informal economy, and a highcpntage of migrant labour.

All countries studied have introduced new legisiasi regarding flexibility since the 1990s,

but the study indicates that formal laws are reddyi less relevant than behaviour, mutual
understanding, and informal rules. For exampleth@ Netherlands, the social dialogue
between employers’ organisations and trade uni®tisel main instrument to enhance labour
market flexibility, more than extensive and detditegulation. In Greece, on the other hand,
several legislations were introduced but not imgetad and enforced, due to strong union
opposition, but informally, Greece is a very fldeilcountry (Tsipouri et al, 2003).

Competition

The competition agencies in the EU Member Statdsaathe European Commission closely
follow the consolidation and concentration in thectsr. In relation to that, several
governments in the EU have installed policy inii@$ to support smaller wholesalers and
retailers. Initiatives include restricting the ddishment of new shops, providing financial
help to SMEs to encourage investments and trainfeducing tax burden on SMEs,
encouraging cooperative behaviour among SMEs, amdiding special protection to
particular sub-sectors. Another way of controllpgwer in the supply chains is introducing
regulations on contracts, credit days allowed, typéiscounts allowed, and the ability to sell
products below cost prices. Especially in Centraidpean countries, governments are trying
to protect local suppliers and retailers from thegé wave of multinationals setting up new
enterprises in these countries (EMCC, 2007).

A next step in reaching a European Internal Maikehe adoption of the Services Directive

in 2006. This directive should remove barriers tonpanies that want to set up a branch
abroad or provide its services across the bordevilllhelp to create fair competition among

companies, especially in the commerce sector (Euro@erce, Annual Report 2007/Action

Plan 2008). Another important issue in realising khternal Market is harmonising payment
systems and creating an internal market for paysnéBuroCommerce, Annual Report

2007/Action Plan 2008).
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8 SWOT

SWOT analysis is a tool in management and strategyulation, used to evaluate the
Strengths, Weaknesses, Opportunities, and Threatdsed in a project, business venture or
— as in this case — a sector, the latter beinghdédfwithin a well-described geographical
entity. The aim of a SWOT analysis is to identtie key internal and external factors that are
important to achieving a particular objective ot skobjectives. Strengths and weaknesses
are internal factors that create or destroy vdhoe.a company these can include assets, skills
or resources that a company has at its disposalpaced to competitors. Opportunities and
threats are external factors that create or desttne. They emerge from either the company
dynamics of the industry/market or from demograpbaonomic, political, technical, social,
legal or cultural factors (STEEP or DESTEP, see algmpter 9). When applied to the sector
level, SWOT has a similar meaning, albeit on a @igmore aggregated level. The overview
of strengths, weaknesses, opportunities and th(&WOT) for the distribution and trade
sector has been split between retail and whole3aleles 8.1 and 8.2 present the strengths,
weaknesses, opportunities, and threats as idehfdieboth sub-sectors. The SWOT analysis
presented is the result of an intensive workshspudision which was subsequently validated
and amended in two external workshops, includirgfitnal workshop in Brussels.

Retail

Important strengths for the retail are realisingremmies of scale and the focus on improving
efficiency. This enables the sector to improve ipabflity and competitiveness needed in the
fierce competition of today. Another important sgéh is the advanced application and use
of ICT tools. Retailers have integrated ICT in theéaily business, which has led to more
efficiency and substantial cost savings on the lared and a more intense relation with the
customer and better service to the customer onother hand. The integration and
application of ICT tools will also in the futuremain important and extend more towards e-
commerce tools. Nevertheless, an important three¢ s the average scale of retail. Most
firms in the sector are very small firms and thiases may lack the resources and capacity to
integrate new technologies. Although the retailbargaining power has increased and more
economies of scale are realised, the fierce cotetamong retailers puts margins under
pressure. Despite the low margins, especially kiglame retailers are able to realise high
profits. An important weakness deals with the eww@elabour flexibility. Retailers strive
continuously for more labour flexibility to increasompetitiveness and labour productivity,
but the downside is that this could lead to lessivated workers because of less attractive
working conditions and as a result poor servicdityuand unsatisfied customers. This is an
important weakness as one of the main opporturfitiethe sector lies in competition based
on services and customer relations and hence inmgvrofit margins. Focus on the service
to the customer and on knowing your customer isfeeyhe future of retail. Through royalty
cards and own-branding, retailers have an excettmitto build strong customer relations
and customer loyalty. Important opportunities adgaamced customer relation management
and mass customisation. This will be driven byftirther development and application of e-
commerce, especially through multi-channel stra®egnd sophisticated websites. Smart
integration of ICT and e-commerce tools is needsthbse e-commerce can be an important
threat to retailers as well. Manufacturers can de#ctly to consumers using the Internet,
which can lead to disintermediation of retailer§.rétailers fail to turn around their
competition strategies towards competition basectustomisation, customer relations and
service, an important threat to the sector coulthbé price competition ends in a race to the
bottom. The margins can get under pressure ever iImecause of higher prices of basic
materials (such as oil and minerals) and agricaltproducts. From the society perspective,
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an opportunity is that retailers are often propertyners as well. When stimulating the
establishment and location of retailers in disatbwged areas, through developing their
property, retailers can support the developmetiede areas.

Wholesale

As in retail, the advanced adoption and use of 1&3s has helped the wholesale sector in
realising efficient supply chain management. Ibre of the main strengths of the sector.
Nevertheless, important threats to the efficiemgpdy chain management are the increased
transport costs and not fully reliable delivery esdhles because of higher oil prices,
problematic transport infrastructure, restrictivegulation on urban logistics, and road
pricing. As most wholesale companies are ratherlismanight be difficult for them to
integrate extended ICT tools and supply chain memagt tools, simply because they lack
resources and capacity to do this. The positioth@fwholesale sector is continuously under
pressure. There is fierce competition from manuiaes, retailers, and service providers.
Wholesale functions are integrated by retailers layndhanufacturers, while at the same time
logistics related functions are outsourced to fparnsand logistics companies. In addition, e-
commerce enables suppliers to deliver directlyetailers and consumers, which can lead to
disintermediation of the wholesale function. Whaless not a unified concept, as wholesale
is present in many businesses and sectors. Hernmdesale is not as organised as retail is.
This can be a weakness preventing wholesale takistand in the commerce value chain.
Another weakness of the sector is that it hasadiffies showing other parties its value added.
Therefore, a very important opportunity for wholesaompanies for strengthening their
position in the value chain is developing valueetigervices and one-stop shopping to
retailers and manufacturers, including inventorynagement, training, technological advice,
credit facilities, and a broad assortment. Althoegtommerce can be a major threat, it also
offers good opportunities as wholesale companiesusa the Internet to deliver a broad or
specialised assortment directly to consumer anfépsmnal users.
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Table 8.1: SWOT analysis retail trade

Strengths

\Weaknesses

Efficiency

Economies of scale : driven by concentration and
search for growth

Bargaining power towards suppliers

Retailer brands

Customer loyalty through loyalty cards and own
brands

Focus on core activities, outsourcing of logistics,
inventory management

Advanced application and use of ICT tools
Flexibility in workforce and employment is

Many small companies, lacking resources and
capacity

Low margins

Despite bargaining power and economies of
scale no improvement in economic / financial
performance in relation to suppliers

Gender inequality: many female employees,
earning less than male employees

Low pay — low skills jobs

Extreme labour flexibility: less motivated
workers, poor service quality, unsatisfied

standard practice customers
Gap in labour productivity between USA and
Europe
Opportunities Threats

More collaboration to increase economies of
scale in sourcing, but also in marketing and sales
Retailer brands

Cooperative brand development with suppliers
Co-branding

Experience-shopping

Competition based on services and customer
relations: improved profit margin

Advanced customer relation management

Full mass customisation

Including productivity of consumers
E-commerce: multi-channel strategies and
sophisticated websites

Location-based marketing

RFID technology: more efficient supply chain
management, self check-out, reduce theft,
decrease out —of-stock

Green retailing

Lifestyle changes

Ageing society: different shopping demands
Liberalisation of trade regulation and trade
barriers, less restrictions on FDI

Emerging markets: new markets, expansion of
business

Increasing income per capita

Focus on service: different skills of workers,
improved image of sector

Focus on lean retailing: increasing productivity,
lower costs, better service

Fierce international competition, also expected
from firms from India and China coming to EU
Constant search for growth: ‘unfair’ practices of
High Volume Retailers

Focus on Price competition: race to the bottom
Driven by e-commerce disintermediation of
retailers: producers sell directly to consumers
Brand-related experiences created by
manufacturers: integrating retail function
E-commerce: obstacles related to trust, efficient
and reliable payment systems, reliable delivery
of goods, average order sizes

E-commerce: consumers becoming retailers
(auctions and trading places)

E-commerce: consumers better informed,
reduced value of and need for retail employees
Regulatory environment: restrictions on location,
labour regulation, regulated shop opening hours:
strict and not harmonised in EU

Mature domestic markets

Emerging markets: weak infrastructure,
restrictions on FDI, location etc, political
problems, economic imbalances, limited supply
of qualified employees

Cultural differences and local tastes can be
barriers in global expansion

Ageing of labour force: in retail large share of
young workers, low pay

High prices of natural resources in food
Increase in transport costs: higher oil prices,
problematic transport infrastructure, restrictive

regulation on urban logistics, road pricing
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Table 8.2 SWOT analysis wholesale trade

Strengths \Weaknesses
Advanced adoption and use of ICT tools for - Present in many different business and
efficient supply chain management sectors, low level of organisation
High labour productivity - Many small companies
International sourcing combined with knowledge of - Difficulties in showing value added
local needs

Opportunities Threats
More collaboration in global sourcing networks to - Fierce and complex international competition:
increase economies of scale + buyer power from manufacturers, retailers and service
Focusing on core activities and outsourcing providers
transport, transfer and warehousing to distribution - Power of retailers is increasing continuously
centres - Vertical integration of retailers: wholesale
Retailers are outsourcing logistics, inventory function is removed
management - Retailer brands getting more important
Offering value-added services to retailers: inventory| - Driven by e-commerce disintermediation of
management, training, technological advise, credit wholesale function: producers sell directly to
facilities etc consumers
One-stop shopping for retailers: broad assortment - Retailers supply professional users
ICT tools enabling process innovation and efficient - E-commerce + mass customisation: small
supply chain management: direct linkages to order sizes, higher inventory needed, more
clients, tracking and tracing, just-in-time deliveries transport needed
E-commerce: disintermediation of retailers provides - Electronic procurement portals used by
options for wholesale to deliver broad or retailers
specialised assortment to consumers and - Increase in transport costs: higher oil prices,
professional users problematic transport infrastructure, restrictive
Liberalisation of trade barriers regulation on urban logistics, road pricing
Emerging international markets: international - Informal trade barriers will become more
sourcing + acting as intermediaries for SMEs who important
lack capacity to operate internationally - Regulation of food quality and safety: complex
Regulation on food quality and safety: tracking and and costly transparent supply chain
tracing systems requirements
Green retailing = green supply chain control and
management
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9 Drivers
9.1ldentifying sectoral drivers: methodology and apprach

The methodological framework as defined by Rodrsg(2007) serves as the starting point
for the identification of drivers. Rodrigues iddigs three main driver categories: economic,
technological and organizational drivers, with #@®nomic dimension representing the main
trends in demand and supply, the technological d&o& covering the main trends in
process and product innovation (including servicasyl the organizational dimension
representing main trends in job functions (concalptexecutive). The Rodrigues’ approach
in principle enables the identification of driveed especially so at the meso (sector) and
micro (firm or company) level. The search and ideation procedure of drivers itself is less
well defined, however. Implicitly it is assumed thexpert opinion and desk study are
sufficient tools to come up with a relevant andugiale set of drivers at the sector level.
During the first stage of the project, a methodaabtool (approach) has been developed to
facilitate and help the identification and furthd@limitation of drivers, to arrive at a set of
key drivers. Apart from expert opinion mobiliseddamanaged as discussion panel (in a
similar manner as a SWOT analysis is usually o) this approach strongly builds on
the findings of existing foresight and other futstadies. By consistently linking the search
for drivers with the findings in existing foresighhd other future studies, a more coherent
and all-embracive methodology to finding sectoresfiedrivers can be deployed.This so-
called ‘meta-driver’ approach of identifying maiecsoral drivers starts from a more generic
list of meta-drivers derived from a literature seyyand subsequently in a step-wise manner
delimits the drivers to a set of most relevant aretlible drivers. It does so by combining
adequate expert (sector) knowledge in a panelngetBy subsequently asking the expert
panel to score the different drivers on a rangeclodiracteristics, including relevance,
uncertainty, and expected impact (similar to a SWg@®cedure), a corroborated and
conclusive list of sector-specific drivers can lerivkd. The meta-driver approach hence
enables filtering out in a systematic and conststesly meso and possibly micro (sector-
specific) as well as the macro (economy-wide) tseadd developments judged relevant and
important to the sector, directly and indirectly.

The meta-driver approach includes the following fsteps:

Step 1. Drawing up of a list of relevant generierata-drivers based on literature review and
expert knowledge (check-list: rows)

Step 2. Designing a list of key questions in orgerdentify the sector relevance and other
properties of meta-drivers at sector level (chesk-tolumns)

Step 3. Filling in the check-list matrix: which raedrivers do matter most for the sector?
Step 4. Which drivers do matter most for jobs dallis®

Step 5. Does the tailor-made list herewith coveredévant sectoral drivers, i.e. are there any
sector-specific drivers missing (check on complessi

Arguments in favour of the use of the ‘meta-drivagproach are:
The ability and opportunity to use the rich potahtif a multitude of already available
studies on drivers, determinants of change andrkeyls

" Common ways to rank trends and drivers are the THES(Demographic-Economic-Social-Technological-
Ecological-Political) and STEEP (Social-Technol@iEconomic-Ecological-Political) categorisatioR®r our
purpose, slightly altered DESTEP definitions aredut® reflect the embracing dimension of analysis.
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Circumventing the risk of a too narrow focus on $ketor per se while
acknowledging sector-specificity, and avoiding tis& of analyzing sectors as if they
were isolated (cf the difference between ‘genegaildrium’ and ‘partial

equilibrium’ approaches)

Guaranteeing overall consistency, coherence angledemess, as well as warranting
a same point of departure important across lots/see i.e. a way of integral
assessment, making sure that all important fact@ systematically taken on board.

An alternative and second way to arrive at a lfstnain sector-specific drivers of change is
to start with a SWOT and subsequently translatireg @pportunities and Threats part into
sector-specific drivers. The SWOT is used as a tioalerify and check the resulting list of
drivers. By combining the results of both the “franeta-drivers to sector-drivers” and the
“from SWOT to sector-drivers” exercises a complatel consistent list of sector-specific
drivers can be derived.

9.2ldentification and discussion of sectoral drivers

Most of the meta-drivers are relevant to the distion and trade sector. This is mainly
because the sector is a very open and internaisedakector, which is rather sensitive to
developments and changes in society and economy.

Like for many other sectorageingis a relevant driver as the market might changmaibse

of different needs and demand by ageing consumgsing also affects the labour force.
The commerce sector (and especially the retailbsebas a relatively young and therefore
cheap labour force, but the supply of young andipHabour is decreasing. The labour force
will decline and the sector will be forced to holeler employees, which will have different
wages and different employment needs. Growth olufadon can result in a larger labour
force available. Growth of the population will migirresult from migration as in general
birth rates are rather low in Europe. Countries ga@ migration policies to actively allow
more people to join the workforce. While agein@iserious issue for the European society,
another major demographic issue is the unemployedi@v educated youth and therefore
lacking money to spend. Addressing the shortagmur could come from immigration,
training older people for employability, as wellfasm training low educated youth, who are
not active at the labour market.

Changes inthe income per capitand household as well as income distributionare
certainly relevant for the commerce sector. Theammeople earn, the more they can spend
on consumer goods. Sharper distinctions betweem &gl low income can result in more
distinct market segments, including for examplenpuen services as well as discounting
formulas. Changes in income will affect the voluofeemployment as growth or decline in
turnover will have effects directly on the numbdr people needed in the sector. The
development of more different market segmentsafiéict the skills requirements.

The commerce sector is already a much internaigethlsector andjlobalisation and

internationalisation will also heavily affect the sector in the futur€ompetition is

increasingly taking place at the global level, véhenore markets will open up for
international players. Hence, retailers are compeinternationally and source their goods
globally. As the sourcing of goods is internatiosed, wholesale companies will
internationalise as well. Moreover, they can aahtsymediaries for SMEs who lack capacity
to operate internationally. Emerging economieselmore demand and growth, especially in
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the BRIC (Brazil, Russia, India and China) courstridespite the sometimes high uncertainty
about regulation, infrastructure, consumer expextat cultural differences etc. Successful
international operations will result in higher gtbwand more employment, although
operating in markets outside Europe will not reatgult in more employment in Europe.
Further internationalisation and globalisation meguire different skills from employees, as
they will need to have a more international atétud.e. be able to communicate
internationally, understand cultural differences. éis in several other sectoigpbal and
regional sourcing networkare important for the commerce sector. Some goadsbe
sourced regionally, others globally, but this widiffer between sub-sectors as well.
Substantial impacts on employment are not expeasegtlocation of jobs outside Europe in
global sourcing networks can be levelled by growftjobs in regional sourcing networks.

There is a relatively large density of retailerstive EU, bringing strongompetition.The
many SMEs in the sector will have difficulties imnapetition, in attracting labour, in
attracting financial capital, and in integratingangechnologies and organisational changes
needed for growth. At the same time there is tusecentration tendency in the sector.
Further concentration increases the scale of apesafor commerce firms, enabling further
efficiency gains and offering sufficient resourcesd capacity for integrating new
technologies and carrying out organisational chamgeded for growth.

Main drivers for the commerce sector anass customisation and lifestyle changéds
expected that mass customisation will be fully daddpin the future. Supported by the
application of ICT tools, retailers will know moebout their customers and will build up
close relations with them. Based on this informmatemd the close relations, retailers will
make offerings tailored to the individual needstbé& customer. The strategy of mass
customisation is the alternative for fierce pricempetition and is needed to increase
profitability and competitiveness and therefore vgio in the sector. Successful
implementation of this strategy will result in gritwand more jobs. In addition, it will also
affect employment composition and the type of skifls it will require, for example, 24/7
availability of services and a flexible workforc@e more service-oriented attitude, and more
ICT and marketing knowledge and expertise. Lifestghanges will certainly impact the
market, as consumers will need new products addggss.g.healthier living In addition,
consumers will pay more attention to health-relatbdracteristics of existing products, as
well as ethical issues, quality, and safety. Swgfodlg addressing the lifestyle changes with
new products and services will result in growth additional employment. It will also affect
employment skills as the focus on lifestyle produand services will require educated
employees with better knowledge of health, prodhetracteristics, and production processes
and better developed competences in advising dothiing customers. Lifestyle changes do
not only affect the demands from customers, but tle employees of the sector, as they will
increasingly try to find a satisfying work-life lzaice. In addition to the increased attention
for healthy living, there will also be an increagidemand forenvironmentally friendly
organic products. In some countries, for examplenaay, this is already a very important
market, but it will increasingly become importantather countries as well. This focus on
environmentally friendly products arslistainabilityis and will be an important market for
the sector. Successfully addressing this marketresult in growth and therefore more jobs.
It will also influence the skills of the employeess it will require better knowledge of
sustainability issues and the sustainable charsitsr of the products and production
processes. Although healthier living and sustaiitglaire important issues for the sector, it is
expected that in the short term these issues willess obvious or relevant for some new
Member States.
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A specific issue in relation to changing market deds is the growth oéthnic markets
Europe is increasingly multicultural with ‘ethnidmorities’ driving the demand for products
and services tailored to their specific needs. &hearkets can be served by national retailers
offering products and services tailored for the tioultural markets. However, the increasing
demand for ethnic products and services also dtivesstablishment of new, often small,
shops by the ethnic minorities themselves. The ioulltiral society influences employment
as it can affect the composition of employment, dsb because it requires different skills in
addressing multicultural customer demands.

Very important drivers for the commerce sectorthesdevelopment, application, and use of
ICT related tools Over the past 20 years, the integration of IC¥ resulted in increased
efficiency and profitability. Also for the futur€Cr will be important. ICT will help to better
understand the customers, to further optimise thpply chain, to build up closer relations
with the customers, to design and offer custom@mediucts and services, to optimise shop
floor operations, to increase efficiency, and teeseosts. On the one hand, the application of
ICT tools can result in job losses, because okeased efficiency and labour productivity. On
the other hand, the application of ICT tools camrove the competitiveness and therefore
growth of the sector, which will lead to new jobEhe same holds for the Internet. E-
commerce will become more important as a marketind sales channel, for business to
consumers and for business to business. It witigonew business models and organisational
structures. It will also result in changes in tihepéoyment composition and skills as ICT will
require educated employees with a good ICT skilgre service-oriented as well as
flexibility and 24/7 availability. For the wholegatector an important strategy for improving
its competitiveness and strengthening its positiothe value chain will be developing value
added services. These could include inventory memagt, credit facilities, training, and
technical advice. When successful, the sectorgudiv and more jobs will be created. It will
also influence the skills needed, as different cet@pces will be needed, e.g. in the field of
training and financial management.

As logistics and transport are very important e tommerce sector, a main (but also
uncertain) driver will be thavailability and price of oil and energyimited availability and

high prices will increase transport costs dradiicaspecially for the wholesale sector which
often includes transport functions. Moreover, iase&s in transport costs will also be
transferred to the retailers in higher purchasinggs and lower margins. As this could lower
the sector’s growth, it could affect the numbejatifs. Also the availability and price of other
natural resources, especially agricultural produmsild become an important driver for the
sector. This will increase the production costsnmany food and other products and put
margins under pressure. It will hinder the growtlthe sector and hence the number of jobs.

As the commerce sector is already an internatisedlsectoriberalisation and opening up
of marketsis a relevant driver. Fewer trade barriers will phehe sector in operating
successfully in the international market. Thisrmgortant at both the global and European
level. However, the sector already operates extelysat the international market, including
the new Member States, and has broad experiendeaiing with national and international
institutions. Liberalisation will help the sectar éxpand its business and to grow, which will
affect employment in the sector. Regardigyulation the most important regulation is
related to labour. The commerce sector is very Ual@ensive, especially in retail, and
strives for more flexibility to be able to addréke needs for labour in a 24/7 economy. The
extent to which this can be realised depends heawil labour market regulation. Labour
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regulation is nationally defined with minimum reggments at the EU level. Important
differences between countries exist. Further mgiris on flexibility of labour may hinder
the growth of the sector and impact the volume @mdposition of the employment. On the
other hand, developing regulation that enhancesictiety offers clarity, stability and
security for employees and enterprises in the seB&egulation on opening hours is also
relevant in this respect, as it can support or énirtle development of 24/7 economy. The
qguestion is whether a full 24/7 economy is desedbdm a society and social perspective.
Environmental regulation can be rather relevantelation to the transport, as it can restrict
the urban logistics and increase the costs of pahdecause of road pricing. Nevertheless,
the effects on employment will probably not be sabsal. Regulation on security and safety
can be important in relation to the quality andesabf food products. It requires transparent
supply chains, which requires substantial investsmém supply chain management tools,
supply chain infrastructure, and in skills of enyges. Similar for environmental regulation,
a substantial impact on the volume and composdf@mployment is not expected.
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Table 9.1 From meta-drivers to sector-specific drigrs. Relevant check-list questions
Is this driver How relevant How uncertain Are Are
relevant for is this driver is this driver  substantial substantial
the sector? for the sector? for the sector?  impacts impacts
g expected on  expected on
g Driver the volume of employment
O employment? composition?
Y /N Scale 0-10 Scale 0-10 Y /N Y/N
8 Ageing - Adapt to the market Y 8 0 N Y
s demands of an ageing and
o . - .
5 more diversified society
g Ageing — declining labour Y 8 3 Y Y
3 force
[®)]
£
g Population growth (birth and Y 7 5 Y Y
< migration)
= Income per capita and Y 8 7 Y N
g - household
8 Income distribution Y 8 7 Y N
Outsourcing & offshoring Y 7 5 N N
_5 Increasing global competition Y 9 2 Y N
o
'(—% Emerging economies driving Y 9 5 N N
ﬁ global growth (new market
)

demand, especially BRICs)

18 Short = 0-3 years; medium = 3-7 years; long =yedrs. All three categories may apply.
19 National migration policies can be used to alloarenpeople to join the workforce. Some differericesemographic composition between EU countriesiiNSouth,
West-East).
% See footnote 14.

Are
substantial
impacts
expected
on
new skills?

Y/N

Short,
medium or
long run
impact?*®

S M L

Are
substantial
differences

expected

between
(groups of)
countries?

Y/N

Are
substantial
differences

expected

between
sub-

sectors?

Y/N
N
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Is this driver How relevant How uncertain Are Are Are Short, Are Are

relevant for is this driver s this driver  substantial substantial substantial medium or substantial substantial
the sector? for the sector? for the sector?  impacts impacts impacts long run differences  differences
g‘ expected on  expected on expected impact?18 expected expected
8 Driver the volume of employment on between between
8 employment? composition?  new skills? (groups of) sub-
countries? sectors?
Y/N Scale 0-10  Scale 0-10 Y/N Y/N Y/N S M L Y/N Y/N
Global / regional production Y 7 3 N N N X X X N y#
networks (dispersed production
locations, transport)
Counter-trend regionalism / Y 7 7 N N N X X X Y N
protectionism
Increasing market Y 10 0 Y Y Y X X X N N
" segmentation (tailor made
% production, mass
= customization)
§ Lifestyle changes Y 10 2 Y N Y X X X Y# N
§ Increasing demand for Y 10 4 Y N Y X X X Y= N
environmentally friendly /
organic products
Advances in IT impacting on Y 9 0 Y Y Y X X X N N
o % » Organizational structures &
g 3 § new business models
2 '§ £ Internet changing production Y 9 0 Y Y Y X X X N N
a and consumption patterns (e-

business; etc.)

L Global and regional at the same time, for exariipfashion (Zara): basic assortment globally sodiy¢eo-weekly changes in the assortment delivesecegional
suppliers.

22 At the short term in new Member States probalsg ebvious / relevant.

Z See footnote 18.
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Is this driver How relevant How uncertain Are Are Are Short, Are Are

relevant for is this driver s this driver  substantial substantial substantial medium or substantial substantial
the sector? for the sector? for the sector?  impacts impacts impacts long run differences  differences
g‘ expected on  expected on expected impact?18 expected expected
8 Driver the volume of employment on between between
8 employment? composition?  new skills? (groups of) sub-
countries? sectors?
Y/N Scale 0-10  Scale 0-10 Y/N Y/N Y/N S M L Y/N Y/N
New types of work organisation Y 7 6 N N Y X X X N N
(teams-based, sociotechnique,
etc.)
New/additional value-added Y 8 3 Y Y Y X X X N Y2
services
Other (sector specific)
Availability (and price Y 8 8 Y N N X X X N Y®
s § developments) of oil and
= 3 energy
z § Availability and price of other Y 8 8 Y N N X X X N \ o
natural resources
Trade and market liberalisation Y 7 4 Y N N X X X Y N
(national level)
g EU integration — deepening Y 7 4 Y N N X X X N N
% (single European market etc.)
E EU integration — broadening N
Tg (bigger domestic market)
-% Quiality of institutions (judiciary, N
§ transparency, lack of corruption,
= viable business climate,
structural rigidities)
Labour market regulation Y 8 7 Y Y N X X X Y Y%

24 Especially important for wholesale.
% Could be more relevant in wholesale than in rétaiholesale includes transport function.
% Especially in food.
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Category

Driver

Environmental regulation
Security and safety
regulation

Opening hours regulation

Is this driver How relevant How uncertain Are Are
relevant for s this driver is this driver  substantial substantial
the sector? for the sector? for the sector?  impacts impacts

expected on  expected on
the volume of employment
employment? composition?

Y/N Scale 0-10 Scale 0-10 Y/N Y/N
Y 7 5 N N
Y 8 2 N N
Y 8 5 Y N

Are
substantial
impacts
expected
on
new skills?

Y/N
N
Y
N

X Xwn

Short,
medium or
long run
impact

X XZ

Are
substantial
differences

expected
between

(groups of)
countries?

Y/N
Y
Y
Y

Are
substantial
differences

expected

between
sub-

sectors?

27 Probably more relevant for retail than for wholesa

2 Especially relevant in relation to local transpegn be more relevant for wholesale than for etai

2 More relevant for retail than for wholesale.
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Part Il. Future Scenarios and Implications for J&slls and
Knowledge - Guide to the reader

Part Il presents the scenarios and their implioatitor jobs, skills and knowledge. It
reflects steps 4, 5 and 6 of the common methodoldgye contents of part Il are as
follows: Chapter 10 describes the structure andhligigts the content of the four main
scenarios (step 4). For each of these scenariosipla yet different assumptions have
been made as to how the main drivers of changedsilelop and add up to different
states of the future. In subsequent steps the ¢atpins of the scenarios for jobs and
skills are analysed. In order to facilitate a tfatien of these implications to the job
function level, first a workable job function sttuce is proposed in Chapter 11. This
structure is based on the functions as they appeaunrostat’s Labour Force Survey and
further elaborated. Chapter 12 discusses the m@pfhaations of the scenarios in terms of
future employment volumes by job function (step@)apter 13 assesses the implications
of scenarios for future skills and knowledge nebégsjob function. It translates the
implications of the scenarios for skills and knagdge by function (step 6).
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10 Scenarios

10.1

Introduction

This section presents the main scenarios for tistrilolition and trade sector. The
scenarios take a medium-long range time perspedtikeng 2020 as the focal year. The
scenarios which were specifically constructed Far distribution and trade sector in this
study are based on a clustering of relevant driveestified in part I. Figure 10.1
summarizes the scenarios and highlights the undgrbjrivers, with the x-axis reflecting
the relevant exogenous drivers and the y-axisatefig the relevant endogenous drivers.

Figure 10.1 Four scenarios for the distribution andrade sector

Exogenous drivers:
- Technology: ICT
tools and Interne

- Market
segmentation

- Income

- Lifestyle

- Global
competition

- Emerging
economies

- Natural
resources

© TNO-SEOR-ZSI

Endogenous, sector-specific drivers:

- Regulation on location

- Regulation on shop opening hours
- Labour market regulation

- Health & Safety regulation

Fast changes and full
adoption

Strong market

- Flexible
- Harmonised
- Open and multilateral

segmentation, and Shop Around Shopping Malls
mass customisation the Clock Rule
(Scenario 1) (Scenario 11)
Growth in income
Stronger distribution
Ego-driven
consumption,
prosperity driven
Strong global
competition
M lalt
V-stores y Specialty
Store

Strong driver for
growth, also for
European companies

Scarce and expensive

(Scenario lll) (Scenario IV)

- Strict
- Not harmonised
- Restrictive for companies
- Labour force protection
- Environmental concerns

Slower changes and hesitant
adoption

Strong market segmentation
focus on segments

Growth in income
More equal distribution

Experiencing life, attention for
quality of life, well-being
driven

Competition within regions,
more than between regions or
globally

Strong growth in emerging
countries, but served by local
companies

Scarce and expensive
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The scenarios are construed to ‘scan’ the future,aae for the purpose of this study used
to assess the impact of future developments on ghilts and knowledge. It is important
to understand what scenarios can deliver and witatStenarios depict plausible futures
and might reveal possible paths of development tdsvéhese futures. They are neither
predictions or forecasts, nor wishful pictures €ams’, ‘crystal ball gazing’) of the
future. Grounded in existing data and trends, stesare derived in a logical and
deductive way, with different and sometimes oppgsmesumptions about how key
drivers might develop, resulting in inferences abqlausible, i.e. credible and
imaginable, futures.

The goal of the scenarios presented here is tysmalhether different futures will have
different implications for job volumes and skilledgs by function. If this is the case, it is
clear that the answers to emerging volume gapsskiicheeds should reckon with these
differences, and hence will imply different (setd) possible answers — i.e. strategic
choices — for each scenario. It should be emphadizat by definition it is unknown
which scenario will become reality. In fact, théseonly a tiny little chance that indeed
one of the scenarios will become the ‘real’ futu@hances are much higher that the
future will be a mix (of elements) of the descrilmmnarios. The scenarios apply to the
commerce sector broadly defined, but focus mainlyhe retail sector. This also includes
all sorts of products and services traded in thizsector. The way in which the scenarios
have been constructed does not prelude a diffateorti between various Member States.
The context in the different Member States wilfelifand this will also influence which
scenario will be more likely than another. MemBgates might therefore be located in
different scenario quadrants, now as well as in there. Moreover, the future
developments can be rather different for large smdll firms. Small retailers are more
likely to operate and compete more locally, whilergk retailers operate more
internationally and will also have to deal with mmocompetition at the global level.
Scenario analysis, however, enables us to gettarbe¢w on the wide range of volume
effects and skills needed in the future, and tloeesélso of possible solutions.

In drafting the scenarios, a clear distinction h@®n made between exogenous and
endogenous drivers; the horizontal axis in therégrepresents the relevant exogenous
drivers, whereas the vertical axis represents ¢f@vant endogenous drivers. The main
difference between the two categories of driverdhis scope and ability for direct
influence. Exogenous drivers are drivers that farfigiven” for the sector without much
room for influence for/by individual actors. Endogeis drivers are drivers that can be
influenced at the sector level, for instance byamati or European policy-making. Only
those drivers that received the highest rankingeae between 8 to 10 on a scale of 0 to
10 (see chapter 9) - have been taken into consioler&wo sets of endogenous factors
are not included in these scenarios. These contterrcourse of action taken at the
industry/company level itself (by definition exckd) and the measures directed towards
the educational and training system, respectivEiese last factors are discussed in the
last part of this study.

10.2 Drivers — building blocks for scenarios

Exogenous drivers for the scenarios are:

Technology important drivers for the commerce sector are diegelopment,
application, and use of ICT related tools. Overghst 20 years, the integration of
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ICT has resulted in increased efficiency and pabflity. Also for the future ICT
will remain important. ICT will help to better undgéand the customers, to further
optimise the supply chain, to build closer relasianth the customers, to design
and offer customised products and services, taragei shop floor operations, to
increase efficiency, and to save costs. ICT antn@logical developments will
also enable the provision of value-added servigeshblesale traders. At the left-
hand side of the axis these technological developsneill go fast and will be
fully adopted by the sector; at the right-hand $atgnological developments will
be less decisive for the sector.

Market segmentatiormass customisation and tailor-made sales andcssrwill
be an important driver for future development ity anenario. The time of mass
consumption is over; consumers have individual egsand needs. The further
segmentation of the markets also addresses thefispeeeds of the ageing
population. Supported by the application of ICTI$paetailers will know more
about their customers and will build up close relad with them. Based on this
information and the close relations, retailers wnldke offerings tailored to the
individual needs of the customer. At the left-haside of the axis, mass
customisation will be fully adopted, i.e. retailexdll address individual wishes
and needs of a wide range of customers. At thd-highd side of the axis, mass
customisation is somewhat less extreme: retaileks@vledge different market
segments, but will mainly focus on a specific one.

Income:changes in the income per capita and householdeatainly relevant for
the commerce sector. The more people earn, the rnimg can spend on
consumer goods. It will also work the other wayua. Also changes in the
income distribution will be important, as sharpfeliénces in income can result in
sharper distinction between market segments. Aletirdnand side of the axis it is
expected that income will increase substantially tvat the differences in income
will become much stronger. At the right-hand sidehe axis, income will also
grow, but the income will be distributed somewhatrenequally.

Lifestyle: at the left-hand side consumers will be driven thgir wish for
prosperity and consumption. They know exactly wtiety want and at what
conditions. Consumers will be very price sensifimeregular products, while at
the same time spending a lot on more exclusiveymtsd At the right-hand side
consumers will be more focused on quality of lifl avell-being. They will look
for experiences. This attention for quality of liéso covers more demand for
sustainable and environmentally friendly products.

Global competitionat the left-hand side global competition will fuet increase.
Retailers and wholesale traders will increasingaveéhto compete at a global
scale, also because of the further adoption antbiajpon of e-commerce and the
success of commerce in emerging countries. At fgat-hand side global
competition will be there, but competition will mé&y take place at the regional or
local level. Retailers and wholesale traders valtus on their regional, national
and interregional markets.

Emerging economiest the left-hand side emerging economies willtcwe to
drive global growth. Retailers and wholesale tradeill continue to enter these
emerging markets, by establishing enterprises @sdhemerging economies as
well as by implementing e-commerce applicationsth right-hand side of the
axis, emerging economies will grow, but they wid iery well served by local
parties or by international parties already esstield there.
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Natural resourcesat both sides the availability and price of nadtueaources will
become under pressure. At the left-hand side eetadnd wholesale traders will
source for materials and foods internationallytHar increasing this pressure. At
the right-hand side, retailers and wholesale tadelt source their goods locally
and regionally.

Endogenous drivers for the scenarios are maingtedlto different types of regulation:

In general, regulation is an important driver foe tsector as it defines to a large extent
the ‘freedom to operate’. Specifically four typdg@gulation are distinguished:
- Labour regulation— defining to what extent retailers can use yoand cheap
labour and to what extent labour flexibility canumsed.
Regulation on shop opening hourslefining the operating time for retailers.
Regulation on location and zoning defining what type of stores can be
located in what place.
Health and safety regulation impacting the management of the value chain,
as all products in the commerce value chain nedaetéollowed throughout
the chain (tracking and tracing).

At the upper part of the matrix regulation is caolesed as flexible and supportive to the
needs of distribution and retail companies, whiltha lower part of the matrix regulation

is seen as more strict, which may be hinderingettansion of the sector, but may also
be protecting the environment through limits on gbgl expansion and may strengthen
the position of the labour force in this sector.

10.3 The scenarios — detailed discussion

Based on the combination of endogenous and exogedrozers the following four sector
scenarios for the commerce sector are distinguished

Scenario I'Shop Around the Clock

Scenario 11:Shopping Malls Rule

Scenario lll:V-stores

Scenario IV:My Specialty Store

Scenario 1:Shop Around the Clock

Consumers are in the lead. They know exactly whay twant and need. They can
consume anywhere, anyplace, anytime. They can idobtith in virtual and physical
stores. Technological developments will enable &-amone relationship with the
consumer, personalized marketing and sales and mesemization driven by more
knowledge of consumers. Strong market segmentatimh mass customisation will be
supported by technological solutions which enablduk multi-channel sales and
marketing strategy. Consumers will be very pricessteve to regular products and
services, but at the same time they will spend aflocnoney on very exclusive and tailor-
made products. Fine tuned logistics and optimisagaply chain management make it
possible to deliver goods anywhere anytime in aficiet way, enabling both
discounting formulas and exclusive tailor-made fatsn The full application of mass
customisation requires full flexibility in everytig: flexible labour force, flexible
opening hours, flexible (retail) locations, etc.\v@mments acknowledge this need for
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flexibility and design flexible and harmonised ré&gions in such a way that this need for
flexibility is supported. Global competition willebfierce, but open because there will be
no hindering regulations. Environmental protectisrdimited in this scenario, as is the
protection of employees who are increasingly hioed flexible contracts. Emerging
economies offer many opportunities for growth amel ¢merging markets will be served
through local and multinational companies as wsllttrough virtual stores. Although
natural resources will be scarce and expensive,\fll not really restrict distribution,
mainly because of the strong demand for produots finywhere in the world.

Scenario Il: Shopping Malls Rule

Technological change is happening at a slower maw consumers are somewhat
hesitant to adopt all the technological possikeiitiConsumers will use the Internet for
specific products only (e.g. travelling, books andsic), but they will mainly shop in
physical stores. Consumers are looking for a fapping experience: shopping is fun
and part of entertainment and consumers will coemimopping with other entertainment
experiences (e.g. going to the movies, sports, gaane casino). Large shopping malls
will address this need for a full shopping experenShopping malls deliver more than
just floor space; it's a world full of experiendecluding other types of entertainment.
The establishment of large shopping areas is matened by regulation. Regulation on
location, labour and opening hours is loose anxildle and shopping malls will serve
their clients 24/7. Regulation with regard to tlosigon of employees is weak. There are
no restrictions on the expansion of shopping maills possibly negative implications for
the environment. Although there will be global catton, retailers will increasingly
serve their local or regional markets, because thékes it easier to address local
customer needs. Companies that do not already asieess in emerging markets will
not try to start this as competition in these mewrkell increasingly come from the local
companies. Natural resources are scarce and expemgiich will stimulate companies
to focus more on the regional markets.

Scenario lll: V-stores

Restrictive regulation on location and labour ia BlU and technological change promote
the rapid growth of e-business and the emergenceérnfal stores. There is a 24/ 7
possibility of virtual shopping, but delivery isstected to certain hours. Nevertheless,
almost everything is purchased via internet, nat jopooks, music and travelling. E-
businesses are serving worldwide, and also inarggsprovide emerging markets as the
Internet is fully adopted there as well. Althougis scenario will result in more transport
around the globe, expensive and scarce naturalineso will stimulate the development
of new types of delivery (e.g. collecting all deliies to a specific neighbourhood, having
consumers collecting their deliveries at a locatrdbhution centre). International business
can be restricted by national and European reguain taxes, safety requirements and
security. The position of employees may be stiggtd in this scenario as the
competitive pressures are severe than in the prevsoenarios. Physical expansion of
retail outlets will be limited. This may be benddicfor the environment due to reduced
“greenfield” investments, but it may also lead taeterioration of the quality of city
centre shopping areas. The virtual stores offéortanade products and services and the
fast technological developments and adoption enab&on-one relationships with the
costumer and support full mass customisation. ktensive adoption of e-business could
result in the establishment of virtual stores bilelsshed and new retailers, but it could
also result in disintermediation of retail and wdszle as manufacturers establish direct
relationships with consumers.
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Scenario 1V: My Speciality Store

Technological developments are relatively slow @edple are not really interested in
adopting all kinds of high-tech solutions for theimopping. E-business will remain a
niche-business, mainly used for specific produetg,. music, books and travelling.
Consumers like to shop, but not necessarily indatgpping malls. Large shopping areas
which are open 24/7 are also restricted by rattret segulations on location, labour and
shopping hours. Consumers will favour proximity imgy They will look for smaller,
specialised shops, located close to the consunmeteywn centres and neighbourhoods,
but also close to the local producers, for exanfplen shops. Quality of life and
sustainable production and consumption will be ingoat values for consumers. Retailers
will have a one-on one relationship with consunserd will know quite well what their
customers want, but this is based on customerarlatanagement by physical contact
and small networks rather than by automated custamfmmation systems. Focus in the
sector is on quality of life, ethics and sustaitiphiCompanies will also favour proximity
purchasing, focusing on the local and regional migriand suppliers and not necessarily
on global and emerging markets. This focus on l@al regional markets is further
strengthened by the expensive and scarce natw@linees. The focus on local business
will also lead to differentiated, high-quality shppg centres in the cities. Strict
regulation on labour can help to improve the positdf personnel working in the retail
sector, although smaller firms will have less cayao optimise the working conditions.

11 Job functions — towards a workable structure

In order to determine the quantitative and qualieaimplications of the scenarios for
jobs and skills, a workable job classification eeded. The occupational classification of
the available sector data derived from the Eurdsabur Force Survey (LFS) is used as
a starting point (see Box 3). The advantage of gudinis classification is that
developments in the past as observed in the LFSheknto foresee likely trends for the
future. For example, it might be expected thatreidevelopments in new Member States
in some cases will follow similar paths as old Me&miStates in the recent past.
Moreover, where strong growth of certain job fuoot appeared in most recent years,
one might have a reason to cautiously weigh araksess any further increases in future
years, as the situation (markets and other factoight have stabilised in the mean time.
The share of job functions in total sector emplogtrie not unimportant either; sizeable
shares call for adequate attention. This doesmptyi that job functions with only very
minor shares of the total should be ignored altogietlt might well be that occupations
that have small shares now will face strong growtthe oncoming years, or are strategic
and vital for growth of the sector as a whole, evemall in size.

However, the LFS job classification cannot be tatear one to one. First, the given LFS
definitions of the job function groups are highlggaegated and cover therefore highly
heterogeneous but not always comparable job fumEtiBeporting on this most aggregate
level therefore would not be very illuminating. 8ad, some functions which may be
strategic for the sector when looking at the futtmea be ‘hidden’ in a broader statistical
category. This also includes ‘new’ emergent jobcfions. For both reasons some of the
aggregated categories have been split up into aep@ab function categories, which have
been given a more in-depth treatment. The oppoage, where certain job functions may
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be closely related, but do not fall within the sastatistical LFS class, may also apply.
Here it would be logical to combine them.

Box 3. The European Labour Force Survey

The European Union Labour Force Survey (LFS) isdooted in the 27 Member States of the
European Union and two countries of the Europeae Frade Association (EFTA) in accordance
with Council Regulation (EEC) No. 577/98 of 9 Mart®98. The data collection covers the years
1983 to 2006 and covers all industries and occopstiThe national statistical institutes are
responsible for selecting the sample, preparing ghestionnaires, and conducting the direct
interviews among households. The Labour Force §srage centrally processed by Eurostat,
using the same concepts and definition, based en Inkernational Labour Organisations
guidelines and common classifications: (NACE (rgM3CO-88 (COM), ISCED, NUTS).

Although the LFS can be used for comparative pepothe relative small sample size (in 2002
the sample size was about 1.5 million of individgyabhich represents 0.3% of the EU populatipn)
means that error margins can be high, especialgnvtie industry itself is rather small.

Source: Eurostat (2008)

Third, in the trend analysis it was already obseértieat whereas in some countries
employment shares of a particular (production)fjoition were extremely large, similar
shares in other countries appeared extremely If@n avith another closely related job
function being much higher. A very likely explamatifor this phenomenon is that in
some countries workers are reported as job funatiahile in others they are reported as
job function y, where basically similar tasks ore tjopb are performed. By taking
aggregates for these function types, this sorepbrting bias can be avoided. Fourth, the
job functions that appear from statistical dataysis might not always be similar to what
a person in or familiar with that sector would raak the job functions that matter “in
reality”, i.e. from a work floor perspective. Orethasis of discussions with experts and
national sector skills studies, an attempt was ntad&ovide a job classification that is
both workable and recognisable by the sector ictjm@ This classification is shown as
Table 11.1 below.

In order to establish a meaningful and appropricsessification, the existing LFS
occupational classification for the distributiondatrade sector was adapted by either
aggregating and/or selecting further differentigtsome professions out of the original
LFS statistical classification. This exercise wasdd on four criteria:

employment shares (aggregating);

closely related job functions (aggregating);

strategic role in sector (disaggregating by furtheglecting among the
occupational groups identified in the statistidabksification);

emergent job functions not yet covered and/or bnodglly to light by current
statistics.
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Table 11.1 Job classifications

Classification in Labour Force Survey
(LFS)

Managers of small enterprises

Other specialist managers

Health professionals

\

Business professionals

Other professionals and technicians

Clerks

Service workers

Mechanics and fitters

Other craft and related trades workers

Motor vehicle drivers and mobile plant
operators

Specific jobs of high relevance to
sector falling in LFS classification

Managers / entreprerd small
enterprises in wholesale and retail trade

Store managers

Job function categories as
used in the next tables

Managers of SMEs

Operations managers
Finance and administration managers
Personnel managers
Sales and marketing managers

Advertising and public relation
managers

Supply and distribution managers
Computing services managers
All kinds of health professilsn

including medical doctors, dentists,
veterinarians, pharmacists and other

Specialist managers

Health professionals

Accountants, personnel and careers
professionals, others

Finance and sales associate professionggies & Marketing

Business service agents and trade professionals
brokers

Administrative associate professionals

Customs, tax and related government
associate professionals

Decorators and commercial designers

Accounting & Finance
professionals

Supply chain professionals

Office clerks Administrative support staff

Customer services clerks (e.g. caskjers
and client information clerks)

Personal service workers Service workers

Models, salespersons and demonst
(Senior) Sales Assistant
Style advisor

Motor vehicle mechanics and fitt
Electrical mechanics, fitters and
servicers

Electronics mechanics, fitters and
servicers

Food praugssd related trades
workers (butchers, bakers, fruit and
vegetable preservers etc)

Textile, garment and related trades
workers (e.qg. tailors, dressmakerSjwd

ators

>Craft workers

hatters, shoe-makers and related
workers)

Van drivers, heavy truck and lorry Motor vehicle drivers

drivers, lifting-truck operators
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Other operators Other machine operators Machine operators

Elementary occupations Sales and services elenyentar Logistics workers
occupations — shelf fillers, shelf
cleaners, removals clerks

Packers, shipping clerks, transport
clerks, couriers

The functions used in this analysis can be destrisefollows:

The category managers of SMEs includes managersmall enterprises in
wholesale and retail trade. These managers canebewners / entrepreneurs, but
also store managers belong to this category.

The category specialist managers contains manadeosn different
specialisations, including finance and adminisbrati human resource
management, sales and marketing, advertising abticpielations, supply and
distribution, and computing services. Especiallye tsales and marketing,
advertising, and supply and distribution managees relevant for the sector.
Computing services managers are relevant in relaocdhe use of ICT tools and
e-commerce tools.

The category health professionals includes differaedical and health related
specialisations. Especially the pharmacists arseagit to the sector.

The category accounting and finance professionat$udes accountants and
bookkeepers.

The category sales and marketing professionalsdesl sales and marketing staff,
specialised in customisation and customer relatianagement.

The category supply chain professionals is a redbtinew emerging category of
high-educated workers who enable and facilitate piern regional and global
SCM processes, including contracting.

The category administrative support staff includesretaries, finance clerks, and
other support workers carrying out administratasks.

The category services workers includes customeicasr clerks like cashiers and
client information clerks as well as shop, stalldamarket sales assistants,
demonstrators and (style) advisors.

The category craft workers includes mechanicsrétand servicers of household
goods as well as motor vehicles. This category mslndes craft workers active
in food processing, like butchers and bakers, dkageworkers active in textile,
garment and shoe-repairers.

The category motor vehicle drivers includes drivefssans, lorries, trucks and
lifting-trucks.

The category machine operators includes workersatipg machines used in
food processing and textile and leather preparation

The category logistics workers includes transpod shipping clerks, shelf fillers
and cleaners, removals clerks, and packers.
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12 Implications of scenarios by job function - volumeeffects

Different futures will have different implication®r jobs, both in quantitative and in
gualitative terms. In this chapter the implicatimighe four scenarios in terms of volume
effects for each of the identified job functiong assessed. Trends and developments of
the recent past provide an important starting pmirforming an idea about these future
developments. This quantitative trend informatioas hbeen combined with expert
opinions of a core expert team and supplementddingights from invited sector experts
in a dedicated workshop to assess which volumectsfieould be likely to occur for
which job functions. It should be emphasized the teferred expected changes are
gualitative in nature, reflecting the outcome opest judgements and expert discussion
as well as desk research taking into account thatseof other studies. The results of the
following chapter should therefore be used as @lsapent and an independent expert
assessment in addition to other more formal ang)ysg. based on mathematical and/or
econometric modelling and simulation.

Main volume trends based on the period 2000-208@&sufollows:

Managers of SMEsnanagers of SMEs represent 11% of the secton&faee in
the EU (equivalent to 3.6 million workéPs with a somewhat larger share in
EU15 (12%) and a lower share in the new MembereStéf%). The share of
managers of SMEs remained rather stable in the@@000-2006. Especially the
number of medium educated managers of SMEs isasurg in the new Member
States and to a somewhat lesser extent in EU15.shhee of low and high
educated managers of SMEs is decreasing. The manaig8MEs are in general
getting older; their share in the age categorydl3a years is decreasing. About
60% of the managers of SMEs is male. As the sadnotains mainly small and
medium enterprise, the position of the manage&\iEs will remain important.
Specialist managerspecialist managers represent 5% of the sectori&farce

in the EU (equivalent to 1.8 million workers) ardstshare is similar in the old
and new Member States. The share of specialist geanidnas decreased slightly
(- 1%) in the EU in the period 2000-2006. Howevke, number of high educated
specialist managers is increasing, while in both kbw and middle educated
categories their numbers are decreasing all oveodeu In EU15 the specialist
managers are increasingly in the age category 4®tgears, while in the new
Member States the specialist managers are gettogger. Approximately 70%
of the specialist managers is male. It is expettatl supply chain managers as
well as marketing and sales managers will become medevant, mainly because
of global sourcing strategies as well as a strorigeus on customer relation
management and customisation.

Health professionalshealth professionals have share of 2% of theosect
workforce in all Member States. This represents fhibusands workers in 2006.
Their share remained unchanged in the period 2006-2The number of high
educated health professionals is decreasing, edlyeici the new Member States,
but the share of middle educated health professasancreasing, also in the new
Member States. In addition, especially in the newnNder States the health

%9 Note that these figures are estimates, basededatést Labour Force Survey results.
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professionals are getting younger. Three quartérthe health professionals is
female; in the new Member States this is even 90%.

Business professionals and other professionalsiness and other professionals
have an average share of 15% of the sector’s vatgkforce in the EU, which
represents 4.9 million workers. The share of businend other professionals
remained stable in the period 2000-2006. The sbial@wv educated business and
other professionals is decreasing, but the sharenidfile and high educated
workers is increasing. The share of young busiraess other professionals is
diminishing, while the workforce is getting olderthe EU. Men represent 60% of
the workers in this category. Like for the categotlyer specialist managers, it is
expected that sales & marketing professionals adl ae supply chain
professionals will become more important in thesfeat

Clerks:clerks have a share of 13% in the sector’s worldowhich represents 4.2
million workers. Their share in the sector's wonkf® decreased slightly in the
period 2000-2006. The share of low educated clisrkiecreasing in both old and
new Member States, while the share of middle argh leducated clerks is
increasing; the latter especially in the EU15.Ha EU15 clerks are getting older,
while in the new Member States clerks increasirgg#iong to the younger age
category. Almost 70% of the clerks is female; ie ttew Member States this is
somewhat lower (60%).

Service workersservice workers represent by far the largest jpatan function
with 33% in the EU, which is equivalent to 11 nahiworkers in 2006. The share
of service workers is much larger in the new MemBgtes (46%) than in the
EU15 (30%). The share of service workers has dsecka little in the EU 15 (- 2
%), but increased slightly (+ 1%) in the new MemBéaites. The education level
of service workers is increasing all over Europke Tivision over the different
age categories remains more or less stable. Appeigly 70% of the service
workers is female.

Mechanics, fitters and craft and related trades kavs mechanics, fitters,
servicers and craft workers represent 10% of tlwose workforce, which is
equivalent to 3.5 million workers. Their share I tsector’'s workforce remained
stable in the period 2000-2006, only a slight dasee(- 1 %) in craft workers. The
share of middle educated workers in this categernynagreasing at the cost of the
low educated workers. Especially the craft worlaesgetting older. Around 90%
of the workers in this category is male.

Motor vehicle drivers:drivers of vans, lorries, trucks and lifting truckave a
share of 3% in the sector’s workforce, representimgillion workers. Their share
remained stable in EU and increased slightly (+ i%4he new Member States.
The education level of this category workers imgavrom low to middle
educated in the EU. Like for many other occupatategories, the drivers are
getting older. Almost all drivers are men.

Machine operatorsmachine operators represent 1% of the sector’s fma,
which is equivalent to 365 thousand workers. Thkare in the total workforce in
the sector remained the same in the period 2006-28imilar to the clerks,
service workers, mechanics and craft workers aedltivers, the education level
of the machine operators is improving, while theg also getting older. Around
70% of the operators is male.

Elementary occupation®lementary occupations represent a share of 6%eof t
sector’'s workforce, which is equivalent to 2.1 moitl workers. Their share in the
sector’'s workforce remained stable in the perio82R006. The education level
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of this group of workers is increasing. They arsoagjetting older. 60% of the
workers in this category is male.

The results in Tables 12.1 and 12.2 representellative expected changes in the volume
of workers by job function in the distribution atrdde sector by the scenarios end year
2020. The tables show the different selected joiztions and the changes expected for
each of the scenarios. Table 12.1 represents tbp 8lound the Clock and Shopping
Malls Rule scenarios. Table 12.2 highlights the totss and My Specialty Store
scenarios.

Volume effects Shop Around the Clock and Shoppinglid Rule

In 2020, the volume of jobs will in average remaiable in the Shop Around the Clock
scenario, although there will be differences betwie various job functions (see Table
12.1). In this scenario, the sector will serve twstomer in both physical and virtual
stores. Strong market segmentation will lead to smasstomisation, enabled by the
application of technological solutions. As the emmic growth will be strong and mass
customisation will lead to more market niches, ¢hesill more opportunities for both
physical and virtual stores. It is expected thatnbbmber of managers of SMEs and other
specialist managers will increase. The focus onsmasstomisation and one-on-one
customer relation management will especially rezjuiore sales & marketing managers
and professionals. The global business environmelitrequire more supply chain
managers and professionals. On the other handyuhder of accounting and finance
professionals is expected to decrease, as thek wiirincreasingly be computerised and
replaced by technological solutions (e.g. RFID wilhke accounting, book keeping, as
well as managing supplies much easier). Technoldgthalso be the main reason that the
number of administrative support staff will decreasdightly. The number of service
workers will remain stable. On the one hand, thenopgy of more stores might require
more shop sales workers and the growing e-busiwiélssequire more customer service
workers. On the other hand, further adoption ofusiiess tools and in-store sales and
service technology (e.g. automatic scanning of gpatisplays on shopping trolleys
giving information about goods and discounts) weljuire less service workers. The 24/7
and global sales developments will result in moamgport and freight, requiring more
drivers (with final transportation increasingly @orby postmen or parcel service
companies). Moreover, it is also expected thatarusts will increasingly pick up their
parcels in the physical stores or in special fidatribution centres. Due to the
technological changes, efficiency in freight hanglican be improved and this will
require less logistics workers. The number of cvadtkers will likely decrease a little,
especially because of less need for repair and seafices; consumers will likely replace
goods sooner than they do now.

The Shopping Malls Rule scenario will probably teso stable employment levels as
well. Most of the shopping will be done in largeophing malls, concentrating the shops
and combining shopping with other sorts of entartent. Consumers look for

entertainment, of which is shopping is part. Theoggling Malls Rule scenario will

probably require more service workers includingesastaff in the stores as well as
customer service workers. In addition, the markgtih the shopping mall experience
could result in a slight increase in sales and etarg professionals. The shopping malls
will mainly include shops from global brands, naab franchise chains and global or
national formulas; the small, specialised storel priobably be not located in these
malls. This will lead to somewhat less managerSMEs as well as craft workers. The
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number of machine operators will probably decreaseell. Administrative support staff
will probably decrease, mainly because of increaséfitiency due to clear and
harmonised regulation on opening hours, locatiabouir, health and safety.

Table 12.1 Scenario implications: relative volumelanges by job function 2009-2020

Shop Around the Clock Shopping Malls Rule
Managers of SMEs + 0/-
Specialist managers + 0
Health professionals 0 0
Accounting & Finance professionals - 0
Sales & Marketing professionals + 0/+
Supply chain professionals + 0
Administrative support workers 0/- -
Service workers 0 +
Craft workers 0/- 0/-
Motor vehicle drivers o/+ 0
Machine operators 0 -
Logistics workers - 0
Overall job change 0/+ 0

Note: - = decrease, + = increase, 0 = maintain

Volume effects V-stores and My Specialty Store

The V-stores scenario will likely result in a deage in employment in 2020 (see Table
4.2). Nevertheless, this is the average result;esspecific job functions may decrease,
while others may increase. E-business offers mappuunities for SMEs, but the on-
line competition from large retail organisationsdaffom producers and wholesale
organisations (because of disintermediation) cdnddstrong as well. It is expected that
the volume of managers of SMEs will stabilise. Waitstores will require less sales staff,
less than the increase in customer service workértial stores will probably also lead
to less craft workers and machine operators irstbees, as the virtual stores will mainly
buy goods from large, global suppliers. The numbkmanagers and professionals
specialised in marketing and sales, especiallyelation to e-commerce will increase.
However, the number of supply chain professionaléikely to decrease. Although e-
business could lead to higher volumes of distrdyutand connecting more different
supply chains, it is expected that the disintermtaln and integration of the value chain
can have a stronger effect. The volume of accognéind finance professionals will
decrease, mainly because of technological develommencreasing efficiency and
automation of accounting, book keeping and managumplies. Technological change
will also result in a strong decrease in the nunddexdministrative support staff, as their
work will increasingly be taken over by technoladisolutions. More e-business results
in more transport and freight handling, requiringren drivers, although the final
transportation to the customer will be done mainyypostmen. Moreover, like in the
Shop Around the Clock scenario, it is also expettatl customers will increasingly pick
up their parcels in stores or in special final milisttion centres. The number of logistics
workers is likely to decrease, despite the increasebusiness. Technological solutions
will result in strong efficiency gains and this halutweigh demand for labour driven by
increased Internet sales.

The My Specialty Store scenario will likely resuita small increase in employment in

2020. This increase will mainly come from smallreses in the number of managers of
SMEs, administrative support staff, service workarsd craft workers. In the My
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Specialty Store scenario there will be more spmsadland small shops located close to
the consumers. This will result in more managesiawvill also require more sales staff.
The specialised stores will result in more craftrkeos. The number of administrative
support staff is likely to increase because poogulaion, decentralisation and
regionalisation of the supply chain will result more administrative tasks and less
efficiency. The other occupation categories wilblpably remain stable in terms of
employment. There could be some increased neeslafes and marketing specialists as
dedicated customer relation management will beceeng important in this scenario. It
will also require more expertise and knowledge i&eg retailing and sustainability, as
well as more experience in high quality goods argtises. More focus on quality of life
and healthy living can increase the need for hgalbfiessionals giving consumers advice
on health related products and selling these tgppsoducts.

Table 12.2 Scenario implications: relative volumelanges by job function 2009-2020

V-stores My Specialty Store
Managers of SMEs 0 +
Specialist managers 0/+ 0
Health professionals 0/- 0/+
Accounting & Finance professionals - 0
Sales & Marketing professionals + 0/+
Supply chain professionals - 0
Administrative support workers -- +
Service workers - +
Craft workers - +
Motor vehicle drivers 0/+ 0
Machine operators - 0
Logistics workers - 0
Overall job change - 0/+

Note: - = decrease, + = increase, 0 = maintain

13 Implications of scenarios - main emergent competers

13.1 Introduction

Determining emergent competences is at the verst béahis study. In order to identify

the main emergent competences by occupational iumcthe Rodrigues (2007)

methodology refers to three main competences: ¢heat, technical and social

competences. This distinction builds on the distomc between knowledge, skills and
competences in the European Qualifications Frame\{e@F) and the European Credit
system for Vocational Education and Training (ECYHK3ee Box 4 below). The term

human capital broadly defined by the OECD as ‘theviledge, skills, competencies and
attributes embodied in individuals that facilitatee creation of personal, social and
economic well-being’ (OECD, 2001:18) captures hiee. The use of the term ‘capital’
leads one to think in terms of investments in etlanaand training which are often

necessary in order to acquire skills and knowledimvever, skills and knowledge can
also be acquired through work experience, inforarathe-job learning and a variety of
other means.
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In the actual identification of future competenctee EQF/ECVET definitions are used
as indicative. It is noted that the difference egw competences and skills is not always
clear-cut, for instance where ‘soft skills’ comeairplay. A similar comment holds for
what determines job or occupational qualificatishsPartly because of these
identification issues, adequate measurement of etenpes, knowledge and skills is
notoriously difficult. In some of the literaturehe problem of skills measurement is
sometimes avoided by using indicators (proxiespy$ony on qualifications (high-level,
intermediate-level, low-level) as well as occupasio For the purpose of identifying
future skill needs such approach will not deliver usedslults. Instead it is the knowledge
and skills behind that need to be identified.

Box 4. Definition of competences, skills and knowtige in EQF and ECVET

Several definitions of knowledge, competences &iit$ @re nationally as well as internationally Md,L
discussion. Moreover, Member States of the Eurofuraon still have different approaches in defining
these terms. The European Union has set up a jootess to co-ordinate the different existing
terminologies and to find a common basis. Aims to$ tprocess are for example to strengthen [the
mobility of the labour force within the Europeanitim and to facilitate sectoral developments. In the
following reference is made to the definition usstthe European Qualification Framework (EQF) and
the European Credit System on Vocational Educai@hTraining (ECVET).

The EQF links national qualification systems anelstto make vocational training and lifelong leagi
more transparent and understandable. Thereforenanoo terminology was developed. The following
descriptors are taken from the EQF (European Cogioms 2008e; see also European Commission,
2008f):

- Knowledgerefers to the outcome of the accumulation of infation through learning. Knowledge
is the body of facts, principles, theories and ficas that is related to a field of work or studly.
the context of the European Qualifications Framéwdmnowledge is described as theoretigal
and/or factual;

- Skills refers to the ability to apply knowledge and us®w-how to complete tasks and solye
problems. In the context of the European Qualiftcet Framework, skills are described ps
cognitive (involving the use of logical, intuitivand creative thinking) or practical (involving
manual dexterity and the use of methods, matet@mids and instruments);

- Competenceefers to the proven ability to use knowledgellskand personal, social and/ ¢r
methodological abilities, in work or study situatioand in professional and personal development.
In the context of the European Qualifications Frevmix, competence is described in terms |of
responsibility and autonomy;

- Qualificationrefers to a formal outcome of an assessment didhtian process which is obtained
hen a competent body determines that an indivithaal achieved learning outcomes to given
standards;

- Learning outcomesefer to statements of what a learner knows, wtdeds and is able to do g
completion of a learning process, which are definggrms of knowledge, skills and competenc

(L]

Rather than producing a full and exhaustive lisalbtompetences for each job function,
the key focus in this chapter is on identifying aedcribing key and critical competences
for the future. The description will be focused bigo general enough to be meaningful

31 ‘Quallification’ denotes the requirements for adiudual to enter or progress within an occupatidon.
also denotes an official record (certificate, dip&) of achievement which recognises successful
completion of education or training, or satisfagtperformance in a test or examination. The conoépt
qualification varies from one country to anothérmiay express the ability — formally defined in wor
contracts or collective agreements — to perfornersain job or meet the requirements of the workplac
A qualification may give rise to a number of riglasd prerogatives which determine the individual's
position within the hierarchy of his/her occupatiboontext. (Tessaring, 2004: 235).
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across countries. A slight extension of the origiRedrigues methodology is that
together with the identification of critical skillnd knowledge needs, a differentiation by
scenario is made. Skills and knowledge needs aeratipnalised as expected key
changes in specific skills and knowledge categdresccupation.

Box 5. Skills needs, skills shortages and skills padefined

- Emergent skills needwe defined here as the change in skills that é&sleé to adequately fulfil &
certain job function in the future. Addressing egeett skills is needed in order to avoid skills
shortages and/or skills gaps in the future.

- Skills shortagesgxist where there is a genuine lack of adequatdlied individuals available in th
accessible labour market. A skill shortage ariseeman employer has a vacancy that is hard-tg-fill
because applicants lack the necessary skills, foqpadions or experience.

- Skills gapsarise where an employee does not fully meet tliés skequirements for a specific job
function but is nevertheless hired. This skills gaeds to be closed through training. Skills gaps|c
arise where new entrants to the labour marketiage land although apparently trained and qualified
for occupations still lack some of the skills ragdi.

1%

Table 13.1 Overview of skills and knowledge clusted by category
Knowledge (‘hard skills’)

Legislative / regulatory knowledge (environmentedafety / labour / contracting); Language*; e-
skills; Marketing skills; Technical knowledge; Prad knowledge; Product development

Social Skills

Team working skills; Social perceptiveness (listgni/ understanding); Communication;
Networking; Language*; Intercultural

Problem-solving Skills

Analytical skills; Interdisciplinary; Initiative, Milti-skilling; Creativity
Self management

Planning; Stress and time management; Flexibilitylti-tasking
Management skills

Strategic & visionary; Coaching and team buildifghhange management; Project management;
Process optimizing; Quality management; peoplédss&ilicial for collegial management style

Entrepreneurial skills

Supplier and customer relationship / understandBuginess understanding; Trend setting / trend
spotting

Throughout this report the tercompetencess defined as the “proven ability to use
knowledge, skills and personal, social and/or madhagical abilities, in work or study
situations and in professional and personal devedop.” (see Box 4 for definitions). In
the practical elaboration of competence needs fiereihe focus is predominantly on
knowledge and skills needs, with a further distorcto what is usually described as ‘soft
skills’ such as team working skills, and plannimgl arganising. Note that the ‘personal,
social and/or methodological abilities’ includedtive definition of competences (see Box
5) come very close to what is generally understotsoft skills’.
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A number of different skills categories have beakeh into account, including social
skills, problem solving skills, (self) managemekils, skills related to entrepreneurship,
as well as knowledge requirements (sometimes kdbedls ‘hard skills’). Table 13.1

provides an overview of the different skills andolhedge categories taken into
consideration. Literacy and numeracy skills are sp#cifically mentioned in the tables.
In practice these skills cannot be taken for gmhntéowever, they are a prerequisite
rather than an emerging skill to participate inwwekforce especially in highly regulated
and science-based sectors such as chemicals.

For each job function key future skills and knovgedheeds were identified. This was
done in a workshop with a number of invited seaaperts, and validated in two
subsequent workshops, including the step 10 firmakshop; the results therefore remain
based on joint expert opinion. The analysis in Raand the data tables formed a
‘levelling’ starting point for each of the discusts Key ‘new’ skills and knowledge
needs were thus identified for various job funcsiohhe emergent future competences —
defined as skills and knowledge needs - are idedtdnd clustered together with similar
ones in a concise overview table per job functeee(next sections 13.2 to 13.11). Only
substantive key changes in skills and knowledgalfiege taken into account, which
means that only part of the cells in the tablefiiged’. However, if a certain skill or
knowledge type is highlighted in one scenario, ibutot addressed in another, this does
not mean that it is irrelevant. Rather it meang tieéative demand for this skill in the
latter case will not increase within the time frag@99-2020.
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13.2 Managers of SMEs

The most important changes in skills and competefmemanagers of SMEs will occur

in the Shop Around the Clock, the V-stores and Mye@alty Store scenarios. It is

expected that the role of SMEs will decline in 8teopping Malls Rule scenario and this
is reflected in the lower number of emerging skilsd competences. In this Shopping
Malls Rule scenario, managers of SMEs will maingea skills for keeping their clients

and maintaining their business in a very compaitenvironment but with slower

economic growth. The position of SMEs in the V-storscenario will probably be

difficult as well, because of heavy online competitfrom larger retailers and from

producers and wholesale due to disintermediatiah iategration. Although e-business
also offers many opportunities for SMEs.

In the Shop Around the Clock and My Specialty Starenarios it is expected that small
shops will remain an important actor in the comraesector, and even improve their
position especially in the My Specialty Store secemd&ntrepreneurial skills are essential
in all scenarios to maintain and expand their bessn but these skills are particular
relevant in the Shop Around the Clock and the Mecsgdty Store scenarios. They will

have to be able to understand the customers’ naeadigo build up strong relationships
with customers. Moreover, their success will bardaf by how well they will be able to

spot trends and to fully exploit customer relations
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Table 9.2 Emerging skills and competences: managen$ SMEs 2009-2020

Shop Shopping | V-stores My
Around Malls Specialty
the Clock Rule Store
Knowledge / Legislative & regulatory
hard skills knowledge

e-skils B
Product knowledge
Supply chain management

knowledge

Social skills Team working skills

Social perceptiveness |

Communication
Networking

Language

Intercultural
Problem solving Analytical skills

skills Interdisciplinary

Initiative

Multi-skilling

Creativity

Self management Planning

Stress & time management
Flexibility

Multi-tasking

Entrepreneurship Understanding suppliers &
customers

Business development
Marketing skills
Trend setting / spotting

Sales skills

International trade skills
Management Strategic & visionary
skills Coaching & team building

Collegial management style
Change management
Project management
Process optimizing
Quality management
Client relationship
management

Total emerging skills and competences 21 11

17 21

Creativity and marketing skills are required insaenarios; in the first three scenarios for
expanding their business and exploiting the favioleranarket opportunities, but in the

Shopping Malls Rule for maintaining their businassl finding new business strategies to
survive. In the second and third scenario cliedati@ship management will be

important as well, mainly to keep the customersiognto their businesses. Strategic &
visionary management skills are relevant in alhse®s; managers of SMEs will have to
be able to think strategically and with vision abtheir present and future position in the
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market. Change management will be important for sbenarios with high economic
growth and fast adoption of new technologies.

In the My Specialty Store scenario customers vatk for high quality products and
services, which are also sustainable in the broadese of the word. This will require
more social perceptiveness from the managers asexetllent quality management.
Taking initiative and developing new business thaste a sustainable business strategy
will be important as well. Language and intercwdtuskills will be important in the first
and third scenarios as in these scenarios busiviksscreasingly be international, driven
by a further adoption of e-commerce tools. Intaomatlisation will also require better
export and international trade skills. Networkisgrelevant because of the international
environment as well as the need to link to neighingubusinesses to strengthen their
position. Flexibility and multi-tasking is espedyalrequired in the Shop Around the
Clock and the My Specialty Store scenario as isdéhgcenarios SMEs will have to act
flexible in terms of, for example, opening hoursl @ustomer services.

Knowledge of supply chain management will be imaottfor managers of SMEs in the
Shop Around the Clock and the V-stores scenarias #sese scenarios online sourcing
of goods will easily be available for all. Howevsypply chain management skills are
also important in the My Specialty Store scenasonanagers will need to have good
knowledge of local and regional suppliers. Knowkedayd legislation and regulation will
be relevant in the scenarios with poor harmonisatibregulation and more legislation
organised at the regional level.

13.3 Specialist managers

The category specialist managers includes managtranany different specialisations,
including marketing managers, human resources neasafjnance managers, quality
managers, supply chain managers etc. The typeilid askd competences relevant for
each of these specialist managers will be differéable 13.3 gives an overview of the
expected emerging skills and competences for ttigynction in general, although some
skills will be more relevant for a specific spegamanager than another.

Although specialist managers are not the ownersthef companies and are not
entrepreneurs themselves, entrepreneurial skilsvary relevant. Growth in the sector
will be based on how well the sector knows the @usr and how well customers are
served. This requires especially from the marketargl sales managers excellent
understanding of both suppliers and customers, etak skills, trend spotting and
setting and business development skills to atoastomers and to develop new business
strategies. At the same time, these managers peetex to have good client relationship
management skills and to address management issagegically and with vision.
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Table 13.3 Emerging skills and competences: spedstimanagers 2009-2020

Shop Shopping | V-stores My
Around Malls Specialty
the Clock Rule Store
Knowledge / Legislative & regulatory
hard skills knowledge

e-skils B
Product knowledge
Supply chain management

knowledge

Social skills Team working skills

Social perceptiveness ]

Communication
Networking *k

Language
Intercultural
Problem solving Analytical skills
skills Interdisciplinary
Initiative
Multi-skilling
Creativity

Self management Planning

Stress & time management
Flexibility
Multi-tasking

Entrepreneurship Understanding suppliers &
customers

Business development
Marketing skills
Trend setting / spotting

Sales skills

International trade skills
Management Strategic
skills Coaching & team building

Collegial management style
Change management
Project management
Process optimizing
Quality management
Client relationship
management

Total emerging skills and competences 20

** Other kind of contact networks and databases.
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Quality management and social perceptiveness wiliebevant in the My Specialty Store

scenarios where customers will look for sustainadodd premium quality goods and

services. Creativity in solving problems is a regment in all scenarios because of the
competitive environment and the ever changing eneto needs. Language and
intercultural skills are relevant because of theenmational environment. Knowledge of

supply chain management will be relevant in thepShmund the Clock and the V-stores

scenarios as in these scenarios online sourcigpads will easily be available and the
supply chain will be truly globalised. In the My &jalty Store scenario knowledge of
supply chain management is important as good krayelef and contacts with local and

regional suppliers is essential. Knowledge of lagjign and regulation will be relevant in

the V-stores and My Specialty Store scenarios.

13.4 Health professionals

Health professionals includes different medical Ardlth related specialisations, but the
pharmacists are especially relevant here. Pharisaza® be working as an employee of
an independent pharmacy or a pharmacy integrated Bupermarket or drugstore.
Pharmacists can also be the owner of a pharmadg. Wili require different types of
skills. Table 13.4 presents a general overvievhefdmerging skills and competences for
health professionals / pharmacists.

For all health professionals it will be importaot have up-to-date knowledge of their
profession. This is also valid for quality managetkills. It is extremely important that

no mistakes are made and that the products anttesgmffered by health professionals
are of high quality. Legislative and regulatory Wiedge is important in the Shop
Around the Clock and the V-stores scenarios becthese will operate in international

markets with different regulations on drugs, prggmms and the health system. This will
also be valid in the My Specialty Store scenaridhwpoor governance and non-
harmonised regulations in the regional markets. ifkernational dimension in the first

and third scenario will also require good netwogkitenguage and intercultural skills.
The Shop Around the Clock scenario will ask foreanlexible attitude.

In the My Specialty Store scenario consumers witlus more on quality of life and
healthy living and this will offer new opportunisiefor health professionals giving
consumers advice on health and selling healthe@latoducts. This will require from
health professionals a stronger social perceptsgna better understanding of
consumers, and trend spotting and trend settinlg ski
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Table 13.4 Emerging skills and competences: healfirofessionals 2009-2020

Shop
Around
the Clock

Shopping | V-stores
Malls

Rule

My
Specialty
Store

Knowledge /
hard skills

Legislative & regulatory
knowledge

e-skills

‘Technical’/ Product
knowledge

Supply chain management
knowledge

Social skills

Team working skills
Social perceptiveness

Communication
Networking
Language
Intercultural

Problem solving
skills

Analytical skills
Interdisciplinary
Initiative
Multi-skilling
Creativity

Self managemen

t Planning

Stress & time management
Flexibility

Multi-tasking

Entrepreneurship

Understanding suppliers &
customers

Business development
Marketing skills

Trend setting / spotting

Management
skills

Strategic & visionary
Coaching & team building
Collegial management style
Change management
Project management
Process optimizing
Quality management
Client relationship

A

management

Total emerging skills and competences
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13.5 Accounting & finance professionals

In the scenarios with a fast adoption of technaalgsolutions it is expected that the
number of accounting and finance professionalsdglirease. In the other scenarios their
volume will probably stabilise. Nevertheless, ith stenarios ICT tools and e-business
tools will increasingly computerise accounting dnwbkkeeping. Good, useful and timely
available financial information is essential formagers to steer their business. Analytical
skills, but also stress and time management skilllstherefore be highly relevant for
accounting and finance professionals. This is dls® case for knowledge about
legislation and regulation related to accountingd abookkeeping professionals.
Regulation can differ internationally at the globalel (relevant in the Shop Around the
Clock and V-stores scenarios), but also regionallyhe European level (relevant in the
Shopping Malls Rule and My Specialty Stores scesariln addition, regulation on
accounting principles and fiscal regulation arengjiag constantly.
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Table 13.5 Emerging skills and competences: accoumg & finance professionals

2009-2020

Knowledge / Legislative & regulatory

hard skills knowledge
e-skills
Product knowledge
Supply chain management
knowledge

Social skills Team working skills

Social perceptiveness

Communication

Networking

Language

Intercultural

Problem solving Analytical skills

skills Interdisciplinary

Initiative

Multi-skilling

Creativity

Self management Planning

Stress & time management|

Flexibility

Multi-tasking

Entrepreneurship Understanding supplier &
customers

Business development

Marketing skills

Trend setting / spotting

Management Strategic & visionary

skills Coaching & team building

Collegial management style

Y

Change management

Project management

Process optimizing

Quality management

Client relationship
management

Total emerging skills and competences
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13.6 Sales & marketing professionals

The volume of sales & marketing professionals igeexed to increase in the period 2009-
2020, especially in the Shop Around the Clock drel\-stores scenarios. All scenarios
will require excellent entrepreneurial skills, $égic and visionary management skKills,
client relationship management skills, creativitgfworking, and communication skills to

address the specific issues in the scenarios.

In the Shop Around the Clock and the V-stores stemamore sales and marketing
specialists are needed because of the increasipgriamce of one-on-one customer
relationships and mass customisation in a very ebitizyee environment. The Shop
Around the Clock scenario asks for flexibility froai employees, also from the sales and
marketing professionals. In the Shopping Malls Rstenario, the need for sales and
marketing professionals will be somewhat less urbenause of slower economic growth
and less focus on market segmentation. Howevey, Wk be needed for keeping the
customers coming and for developing business andketiag strategies together with
other companies active in entertainment in ordeofter consumers a full package of
shopping and entertainment. In the My Specialtyré&Stecenario, marketing and sales
professionals will need to develop social perceptess and focus on understanding the
customers’ needs for sustainable and premium gualitducts and services.
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Table 13.6 Emerging skills and competences: salesarketing professionals 2009-
2020

Shop Shopping | V-stores My
Around Malls Specialty
the Clock Rule Store
Knowledge / Legislative & regulatory
hard skills knowledge
e-skills

Product knowledge
Supply chain management
knowledge

Social skills Team working skills
Social perceptiveness
Communication
Networking

Language
Intercultural

Problem solving Analytical skills

skills Interdisciplinary
Initiative

Multi-skilling
Creativity

Self management Planning

Stress & time management
Flexibility

Multi-tasking
Entrepreneurship Understanding supplier &
customers

Business development
Marketing skills

Trend setting / spotting

Sales skills
Management Strategic & visionary
skills Coaching & team building

Collegial management style
Change management
Project management
Process optimizing
Quality management
Client relationship
management

Total emerging skills and competences 14 10 13 11

97



13.7 Supply chain professionals

Supply chain management professionals are mairgyabipg in larger companies in the
wholesale and retail sector. Global sourcing argdridution will continue, although it
will increase strongly in the Shop Around the Claienario. This implies that in all
scenarios supply chain management professionalsneeld to have good knowledge of
supply chain management, international legislatom regulation, but also excellent
communication and networking skills, and analytigklls. As the supply chain will be
more regionally or nationally organised in the MyeSialty Store scenario, language and
intercultural skills will be mainly relevant in thether three scenarios. Like for all job
functions, flexibility is especially relevant ingtShop Around the Clock scenario.
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Table 13.7  Emerging skills and competences: suppthain professionals 2009-
2020
Shop Shopping | V-stores My
Around Malls Specialty
the Clock Rule Store
Knowledge / Legislative & regulatory
hard skills knowledge
e-skills
Product knowledge
knowledge
Social skills Team working skills

Social perceptiveness

Communication

Networking

Language

Intercultural

Problem solving

Analytical skills

skills Interdisciplinary
Initiative
Multi-skilling
Creativity

Self management Planning

Stress & time management

Flexibility

Multi-tasking

Entrepreneurship

Understanding supplier &
customers

Business development

Marketing skills

Trend setting / spotting

skills

Management

Strategic & visionary

Coaching & team building

Collegial management style

Y

Change management

Project management

Process optimizing

Quality management

Customer relationship

management

Total emerging skills and competences
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13.8 Administrative support staff

The number of administrative support staff is expedo increase in the My Specialty
Store scenario and to decrease in the three otlemasos. Technological solutions and
harmonised regulation will result in increaseda@éincy and less administrative tasks.

The international environment, as well as the laickarmonisation of regulation requires
good knowledge of legislation and regulations. ABice tools are increasingly
computerised, e-skills are relevant as well. Insaknarios, administrative support staff
will have to work in teams, requiring good team king skills and communication skills.
Language skills are relevant in the scenarios wigiirong international dimension. Good,
useful and timely available management informai®mssential in a very competitive
and dynamic sector. This requires good planninsss well as good stress and time
management skills. Flexibility is especially relatvan the Shop Around the Clock and
the My Specialty Store scenarios.
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Table 13.8  Emerging skills and competences: adminirative support staff 2009-
2020
Shop Shopping | V-stores My
Around Malls Specialty
the Clock Rule Store
Knowledge / Legislative & regulatory
hard skills knowledge
e-skills
Product knowledge
Supply chain management
knowledge
Social skills Team working skills

Social perceptiveness

Communication

Networking

Language

Intercultural

Problem solving

Analytical skills

skills

Interdisciplinary

Initiative

Multi-skilling

Creativity

Self managemen

t Planning

Stress & time management|

Flexibility

Multi-tasking

management

Entrepreneurship Understanding supplier & N.A. N.A. N.A. N.A.
customers
Business development N.A. N.A. N.A. N.A.
Marketing skills N.A. N.A. N.A. N.A.
Trend setting / spotting N.A. N.A. N.A. N.A.

Management Strategic & visionary N.A. N.A. N.A. N.A.

skills Coaching & team building N.A. N.A. N.A. N.A.
Collegial management style N.A. N.A. N.A. N.A.
Change management N.A. N.A. N.A. N.A.
Project management N.A. N.A. N.A. N.A.
Process optimizing N.A. N.A. N.A. N.A.
Quality management N.A. N.A. N.A. N.A.
Customer relationship N.A. N.A. N.A. N.A.

Total emerging skills and competences

11

10

10
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13.9 Service workers

The number of service workers is likely to increas¢he Shopping Malls Rule and My
Specialty Store scenarios and will probably stabilin the Shop Around the Clock
scenario. The service workers are key personnéheanretail sector, although they will
become somewhat less relevant in the V-stores soend his is also reflected in the
number of emerging skills and competences requitkdierstanding the customer and
good customer relation management skills are coenpes for a service worker, in all
scenarios. In addition, service workers will neechaive good sales and communication
skills. The sales staff in physical stores will de® have well developed social
perceptiveness and will have to be creative in @gghting and convincing the customer.
Taking initiative is important in attracting custers to your store and to serve your
customers once they are in. The flow of customarst@ve high peaks, asking for stress
and time management skills. The international ssnenvironment with globalised
supply chains in the Shop Around the Clock and &fest scenarios asks for good
language and intercultural skills. However, intdiual skills are also important in the
other two scenarios, as the clients increasinglye e multicultural background. In the
My Specialty Store scenario, service workers needdve good analytical skills to
address customer demands appropriately.
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Table 13.9 Emerging skills and competences: servieerkers 2009-2020

Shop Shopping | V-stores My
Around Malls Specialty
the Clock Rule Store
Knowledge / Legislative & regulatory
hard skills knowledge
e-skills

Product knowledge
Supply chain management
knowledge

Social skills Team working skills

Social perceptiveness
Communication
Networking

Language

Intercultural

Problem solving Analytical skills

skills Interdisciplinary

Initiative

Multi-skilling

Creativity

Self management Planning

Stress & time management
Flexibility

Multi-tasking
Entrepreneurship Understanding suppliers &
customers

Business development
Marketing skills

Trend setting / spotting

{ilid

Sales skills
Management Strategic & visionary
skills Coaching & team building

Collegial management style
Change management
Project management
Process optimizing
Quality management
Customer relationship
management

Total emerging skills and competences 14 12 8 14
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13.10 Craft workers

The job function category craft workers includesngaifferent mechanics, fitters,
repairers and servicers, active in food procesamd) shoe repair, or repair of household
goods, but also repair of motor vehicles. TabldQ3resents a general overview of the
emerging competences and skills for this job fuorcti

Only in the My Specialty Store scenario it is expédcthat the number of craft workers
will increase. In the first two scenarios their raen will remain stable; in the V-stores
scenario their number will likely decrease. Forcalift workers up-to-date technical and
product knowledge is essential, regardless theasenThis is also valid for quality
management, communication skills, taking initiatarel being creative.

E-skills will be relevant for the craft workers the scenarios which include a strong e-
business element. In the My Specialty Store scenaraft workers will have more
opportunities to provide their services and prosluees consumers will be looking for
custom-made, high quality and traditional produantsl services. This will require well
developed social perceptiveness, good understarafiige customer, multi-tasking as
well as flexible and interdisciplinary solutions fine customer. In the Shop Around the
Clock scenario, customers will demand flexible pratd and services anywhere, anytime.
This requires an interdisciplinary approach, mskiling and flexibility. E-business will
result in more service and repair at distance ftbencustomer. In addition, the global
competitive environment will ask timely deliveryhi§ will require good analytical skills,
good planning skills as well as stress and timeagament.
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Table 13.10 Emerging skills and competences: craftorkers 2009-2020

Shop Shopping | V-stores My
Around Malls Specialty
the Clock Rule Store
Knowledge / Legislative & regulatory
hard skills knowledge
e-skills

knowledge
Supply chain management
knowledge

Social skills Team working skills
Social perceptiveness
Communication
Networking
Language
Intercultural
Problem solving Analytical skills
skills Interdisciplinary
Initiative
Multi-skilling
Creativity

Self management Planning

Stress & time management
Flexibility

Multi-tasking
Entrepreneurship Understanding supplier &
customers

Business development
Marketing skills

Trend setting / spotting
Management Strategic & visionary

skills Coaching & team building
Collegial management style
Change management
Project management
Process optimizing
Quality management | R
Customer relationship
management

Total emerging skills and competences 13 5 11 10

105



13.11 Motor vehicle drivers

The number of motor vehicle drivers will remain mar less stable, with some small
increases in the Shop Around the Clock and V-st@&marios, In these scenarios
transport can increase because of more online sakglelivery services, although it is
also expected that the final transportation todtlesumer is done by the postmen or by
the consumers themselves (collecting the parcedsdagtribution centre or in stores). In
all scenarios, the pressure to deliver on timet-flu$ime), to organise the transport as
efficient as possible and to deal with very busyfit will be high. This will require good
planning and stress and time management skillsteAsituations such as changes in the
distribution list require flexibility. Internatiomaransport will be relevant in the Shop
Around the Clock and the V-stores scenarios andetltgivers will need to have good
language skills. The trucks and vans will increglsirnave new technologies inside (e.g.
driver assistance). Also technology outside theidleh(traffic management, car-to-
infrastructure systems) etc. will call for a highdegree of e-skills and technical
competencies (also in regard to vehicle maintenjance
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Table 13.11 Emerging skills and competences: motoehicle drivers 2009-2020

Shop Shopping | V-stores My
Around Malls Specialty
the Clock Rule Store
Knowledge / Legislative & regulatory
hard skills knowledge

e-skills
Technical knowledge

Supply chain management
knowledge

Social skills Team working skills
Social perceptiveness
Communication
Networking
Language
Intercultural
Problem solving Analytical skills
skills Interdisciplinary
Initiative
Multi-skilling
Creativity

Self management Planning

Stress & time management
Flexibility

Multi-tasking
Entrepreneurship Understanding supplier &
customers

Business development
Marketing skills

Trend setting / spotting
Management Strategic & visionary
skills Coaching & team building
Collegial management style
Change management
Project management
Process optimizing
Quality management
Customer relationship
management

Total emerging skills and competences 7 6 7 6
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13.12 Machine operators

Machine operators are workers operating machineg ums for example, food processing
and textile and leather preparation. The numbenathine operators will likely stabilise
in the Shop Around the Clock and My Specialty Stwenarios, but decrease in the other
two scenarios. In all scenarios it will be impottao have good technical knowledge,
especially of the latest developments in electroméchinery. Especially in the scenarios
with fast technological change and adoption, if wé important to have good e-skills.
Tight time schedules and just-in-time deliveriedl véiquire good planning and stress and
time management skills. Flexibility is relevant bese of constant changes in demand
and custom-made products and services. In the Maci8lty Store scenario, machine
operators need to develop social perceptivenessdier to pick up the specific demands
from the customers.
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Table 13.12 Emerging skills and competences: mactdroperators 2009-2020

Shop Shopping | V-stores My
Around Malls Specialty
the Clock Rule Store
Knowledge / Legislative & regulatory
hard skills knowledge
e-skills

knowledge
Supply chain management
knowledge

Social skills Team working skills
Social perceptiveness
Communication
Networking
Language
Intercultural
Problem solving Analytical skills
skills Interdisciplinary
Initiative
Multi-skilling
Creativity

Self management Planning

Stress & time management
Flexibility

Multi-tasking
Entrepreneurship Understanding supplier &
customers

Business development
Marketing skills

Trend setting / spotting
Management Strategic & visionary
skills Coaching & team building
Collegial management style
Change management
Project management
Process optimizing
Quality management
Customer relationship
management

Total emerging skills and competences 7 6 7 7
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13.13 Logistics workers

Logistics workers are often low-qualified and uigki workers. An increasing number of
jobs will become automated, especially in the SBopund the Clock and V-stores

scenarios. This could imply that logistics workergy increasingly transform into

machine operators and controllers, which will regunore cognitive abilities. It will also

require more e-skills and technical knowledge asenneachines and computers will enter
the work domain. Language skills will be relevant the scenarios with a strong
international dimension, because their supervisms the clients will increasingly be

international as well. The constant pressure oivelghg on time and the demand for
increased efficiency will require good process mjing, planning, and time and

management skills. Changes in distribution schenuss;in-time delivery schemes and
other acute situations will require flexibility. gstics workers will need to be aware of
quality control procedures, i.e. temperature cdletticstorage.
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Table 13.13 Emerging skills and competences: logiss workers 2009-2020

Shop Shopping | V-stores My
Around Malls Specialty
the Clock Rule Store
Knowledge / Legislative & regulatory
hard skills knowledge
e-skills

Technical knowledge
Supply chain management
knowledge

Social skills Team working skills
Social perceptiveness
Communication
Networking
Language
Intercultural
Problem solving Analytical skills
skills Interdisciplinary
Initiative
Multi-skilling
Creativity

Self management Planning

Stress & time management
Flexibility

Multi-tasking
Entrepreneurship Understanding supplier &
customers

Business development
Marketing skills

Trend setting / spotting
Management Strategic & visionary
skills Coaching & team building
Collegial management style
Change management
Project management
Process optimizing
Quality management
Customer relationship
management

Total emerging skills and competences 9 6 9 6
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Part Ill.

Available Options to Address
Future Skills and Knowledge Needs,
Conclusions and Recommendations
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Part Ill. Available Options to Address Future Sk#ind
Knowledge Needs and Recommendations - Guide toetmber

In the final third part of this report, a range mfin strategic options (‘choices’) is
reviewed, including possible actions in educatiod &aining. The report concludes with
a number of conclusions and recommendations forsdwor (individual firms, sector
organizations, others) and policy-makers at variewgls, ranging from the EU to the
local level. Part Ill reflects steps 7 (Main stgitechoices), 8 (Main implications for
education and training) and 9 (Main recommendajiofishe common methodology. Its
contents are as follows: Chapter 14 highlightsvéw@ous strategic choices in response to
future skills and knowledge needs. Chapter 15 fesusn specific implications for
education and training. Chapter 16 concludes byvigmmg a number of key
recommendations and conclusions.
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14 Strategic choices to meet emergent skills and knogadge
needs

14.1 Introduction

This chapter identifies the main strategic choiwemeet the skills and knowledge needs
identified (step 7). It provides a framework tokpend select the most relevant strategic
choices — i.e. solutions to meet future skills &ndwledge needs - available. Strategic
choices refer and relate to the medium- and lotgen, even though emerging skills
needs in practice may also apply to the now andotoyw. Essential in seeking
appropriate solutions is to keep this longer tirmespective in mind. Rather than focusing
on one single solution, a set of linked stratedioices will in most cases be the best
strategy to follow. Prioritising both in time (whétst, where to follow up) and in
allocation of resources (budgetary focus) followeyg further fine-tuning is a clear
necessity to guarantee that skills needs are &dgenhd solved. Skill needs can be
identified at various levels, ranging from assesgmat the national or even European
sector level - which are by nature rather gener more precise assessments at the
regional and company level. Especially for largeegrises not only the identification of
skills needs but also the search for adequateigntuwvill be an integral part of an overall
longer-term business strategy. Some solutionsbeilflound within the company itself, for
instance by reorganising functions within or betwg®#ants, by offering (re)training
trajectories and by active global sourcing of persbd. For SMEs and especially for
micro-enterprises such longer-term, more stratégiman resource management often
will be more difficult to organise and operatiosali It should be emphasized that at all
possible levels identified different actors needatd to address skills needs and offer
solutions and preferably also in close concert.s€Ehean be individual firms, organised
interests at the sector level (employers and enggle)y but also others. Local, regional
and national governments have also a importanttmfday. This chapter offers first of
all a better insight in the ‘menu’ of possible s#ac choices (section 15.2). It also
provides for a framework that can identify skillseals at the appropriate level and helps
to decide which should be the actual choices tontz@le (see section 15.3). This
framework is subsequently applied to the distrifmutand trade sector (section 15.4).

14.2 Possible strategic choices

The possible strategic choices contained in thisptdr refer to the strategic choices
originally proposed by Rodrigues (2007: 42) as veslla number of other, additional
choices. Whereastrategicchoices mostly refer to the medium and longer temost of
the choices mentioned can also be implementedeistort run, to ‘mend’ existing skills
shortages and/or skills gaps. Each of the solutarsnd differs in whether or not it can
resolve direct skills shortages and/or gaps. A éortgrm horizon, however, means that
there is possibility of adapting, steering and {fineing the available solutions towards a
more optimal allocation of skills supply and demaidview of the time horizon, the
period up to 2020, the strategic choices and ingnis with a more long-term impact
especially need to be addressed. Identificatiorpadsible solutions obviously is not
enough. Concrete initiatives, policy and stratederisions need to be taken at all
appropriate levels with each actor having a difieresponsibility and a different role to

play.
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Strategic choices to meet future skills needs nedx taken by a number of actors and at
different levels (firm, local, regional, nationakctoral). For obvious reasons, firms are an
important player in finding solutions for the skKilheeds — both in volume (skills
shortages) and in matching any existing skills g@psmpanies avail of a number of
options to meet their skills needs. These include:

A. Recruiting workers from other sectors

Recruiting workers from other Member States
Recruiting workers from non-Member States
Recruiting unemployed workers with or without raHting

mOoOOoOw

Recruiting young people coming from the educatigstesm, with or without re-
training (first job recruits)

F. Training employed workers
G. Changing the work organisation (including netwookaboration and mergers)
H. Outsourcing and offshoring.

Sectoral organisations, educational institutiond governments also have a role to play.
They will be the prime actors in addressing théfeing options:

I.  Changing general and vocational education

J. Designing and offering new courses (continuing vtocal education and
training)

K. Providing information about jobs and (emerging)lskcareer guidance; updating
job profiles regularly.

L. Improve the image of the sector (joint action ofng@nies together)

M. Stronger cooperation with the industry (internshipsompany visits for
participants in education, image improvement).

A more detailed description of these strategicartican be found in annex Ill. Whether
these strategic options are feasible and viablemtigpon a number of factors. In order to
discuss and select from the available list of sg@t options, one should first - as
described in the introduction - know whether ancewliskills needs are indeed likely to
arise, both in quantitative (number of job funcbrand in qualitative terms (what
knowledge and skills). An important question thaeds to be addressed first is at what
level and _to whomthe skills needs question applies. Obviously foriradividual firm
different information is required for identifyingnése needs and taking the right action
than for a national ministry or a training insteut

The identification of possible strategic choicesuldoin principle require extensive and
detailed future analysis at the Member State amderably also the regional level of
skills and knowledge demand and supply patterngobyfunction and sub-sector, in a
similar way and along the steps provided by thehowtlogy of this study so far. The
methodology and step-wise approach followed ardicgipe at the national and regional
level of analysis. Ideally, these results shouldcbomplemented by the results of labour
market model forecasts to corroborate results. Sarcthanalysis would also need to
include an assessment of the numbers and skillpasition of currently being educated,
i.e. an assessment of all cohorts of primary, sg&gnand tertiary pupils and students
(and their skills potential) currently in the edticaal system and arriving at the labour
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market in the oncoming years. It would need a taghoassessment of the current
educational and training system itself, includihg tlready decided changes herein for
the oncoming years, to see whether the systemiasidw in place is able to satisfy the

prevailing and future new skills demands both irmte of humbers of new potential

recruits and in terms of skills and knowledge.

14.3 Matching future skills and knowledge needs by makig the right choices

In order to address the identified future skillgl &mowledge needs in an encompassing
and timely manner, appropriate joint action is meedy all stakeholders, including the
industry (firms, sector organisations and sociatras), training and education institutes,
intermediary organisations and, last but not legeternment at all levels (EU, national,
regional and local). Collaboration and co-operatetween stakeholders will be needed,
at all decision-making levels, in order to agreeamw implement a package of feasible
solutions. In order to prepare for this, timelyrgieted and reliable information is
essential.

This section presents a targeted short-cut st@ategfions decision tool to enable and
support decision-makers in making the right (mix cioices, supported by appropriate
and reliable information on actual needs, possitieices and stakeholders to be
involved. The strategic options decision tool imed to provide answers and solutions at
the job function level and consists of a shorths number of key questions - a concise
menu of choice -, with answers providing decisielevant information about the need
and viability of available options. The questioreed to be answered at the national, and
where relevant at the regional level so as to mmapidentify the specific sector needs.
The decision tool can also be used at the levétefirm. New job function information
(e.g. new upcoming functions) can be added whereght relevant.

The key question list — consisting of six ‘framirgyestions, followed by option-specific
guestions - should be filled in for each job fuanti The ‘framing’ questions constitute a
summary of main expected quantitative and qualgaskills needs developments. The
filling in of the list should, however, only be d®on the basis of an informed discussion
between several stakeholders involved, represerggther an informed body of
knowledge on the various aspects at stake, inauthbour market developments and
prospects at the sub-sector level, skill and kndgderequirements at job function level
and developments in and make up/orientation otthecational and training system.

Key questions for identifying skills and knowledgeneeds

Question 1. Is the demand for workers expectecetoedse or increase between now and
20207 (both related to market prospects and replecedemand due to ageing)

If decreasing, there is probably less need foruitog workers from other sectors
and (non-) Member States and less need for remguithemployed.

If increasing, analyse whether less radical optamsenough to meet demand or
whether options should be chosen like recruitingkers from other sectors and
(non-) Member States and recruiting unemployBldte: see Table 12.1 and 12.2
for estimated volume effects per scenario.]
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Question 2. Are the required qualitative skills esied to be rather stable between now
and 20207

If there are not many changes in required skilld lamowledge, there is probably
no need to apply many strategic options. Pleasgsfoa the options that are most
effective.

If many skills and knowledge categories are chamdinere is probably a need to
apply many strategic options. Create a packageratfegic options to meet skill
needs.[Note: see Table 13.2 and following for the numizér competences
changing per job function per scenario.]

Question 3. Do SMEs and especially small compafmetuding micro enterprises) play
a large role in the sector?

If yes, several options (like recruiting) are lggsble for companies themselves as
it is often difficult for small companies to orgaaithis. If this is the case, sector
organisations or intermediary organisation miglatygn important role in helping
to match supply and demand. Another solution cdddfound in changing the
work organisation. Through cooperation or mergéus,instance, the relevant
scale can be increased which makes it easier tthase options. The same holds,
more or less, for the organisation of training agdraining. Larger (associations
of) companies have less difficulties to organige #nd the need for support from
other actors is lowef[Note: see Table 3.7 for number of firms per sias<]

Question 4. Are companies in general active on Mangiate level, EU level or global
level?

Companies who are active on a larger regional lexlhave, in general, more
opportunities to use the option of recruiting woskérom other Member States
(for companies active at the EU level) and theaptecruiting workers from non-
Member States (for companies active at the glabadl). The same holds for the
option offshoring[Note: see chapter 3]

Question 5. Are workers in a job function in gehéra-educated?

If yes, training is less easy to implement as dlei@ption as difficulties arise in
organising this, while the need for training migleteven highefNote: see Table
3.8 to 3.11, for education shares]

Question 6. Are workers in a job function in gehetd (i.e. older than the average age in
the subsector and compared to other sectfixg)®: see section 3.3, for age structure.]

If yes, training is less easy to implement as dlei@ption as difficulties arise in
organising this and less new knowledge endogen@mbrs the companies, while
the need for training might be even higher.

Key questions for identifying suitable options andelevant acting stakeholders

The six questions form the first part of the shout-approach. The second part discusses
the viability of strategic options to tackle andveoemergent skills and knowledge needs
for each of the job functions identified. It comits the list of available strategic options
with the analysis of quantitative and qualitativevelopments on headlines based on the
preceding six questions. For each job function tiffied an assessment is made on
whether the available strategic options are relewannot, and who should be prime
actors to change the current situation into a nfaveurable direction. If the strategic
option is considered relevant, a “yes” is filled @lse a “no” is included. If the strategic
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option is dependent on specific characteristicshef sub-sector or components thereof,
this is included in the table. For example, if tettng workers from other Member States
is only an option for large companies a “Yes, baotydfor large companies” will be
included. Characteristics that are dealt with ia thble are based on the six question
analysis, representing:

o The change in volume (as a reference we includentbst difficult scenario,
which is often the scenario with the largest insea

o The change in skills (as a reference we includentbst difficult scenario, which
is often the scenario with the largest change iltssknd knowledge needs)

0 Education level
o0 Age of the workforce
o Scale of the company and region the company is iwgfik.

14.4 Managers of SMEs

In Table 14.1 strategic options for managers of SMiee outlined. The quantitative
development of managers of SMEs in distribution #madle is difficult to assess (for
details see chapter 12). In Shop Around the Clbeknumber of managers is expected to
increase while in the scenario Shopping Malls Rbkre is a tendency of managers to
decrease in numbers. Also in the scenarios wittiet,snone harmonised regulation the
guantitative development is showing different depetent paths: in V-stores the
number of SME managers is expected to stabiliséewhithe scenario My Speciality
Store the number of managers is expected to ineleathe future. Due to the fact that a
large number of managers of SMEs are also the @nodrthe retail shop, franchise
business or family business) not all strategican#iare viable on a large scale. Only for
larger SMEs in retail and wholesale all options@eceivable.

Apart from the above stated restrictions recruitmgnagers from other sectors is a
conceivable option in the Shop Around the Clock andtores scenarios, where
internationalisation and global competition is gnegvand mass customisation is at stake.
In these scenarios recruiting experts from trartsporstorage businesses is a quite
feasible option because of a greater internati@eakessibility of products caused by
technological progress. However, experts may also récruited from the related
production sector. Recruiting managers from othemer States and Non-member
States is less likely as SMEs in retail are vemally-oriented businesses. Recruiting
unemployed managers is a viable option in thoseasaes where an increase in the
number of managers is expected such as the Shopndrthe Clock and the My
Speciality Store scenario. In the other casesahisiot be really necessary. An update of
sector specific skills is likely to be necessarecRiting young personnel from the
education system is mainly a viable option for &aar§MEs and not for micro businesses
where the manager is also the owner of the busifiggesmost important strategic option
in particular for SME managers, which are also awsfehe business, is training and up-
skilling (see also implications for education aralrting). As laid out in the data, there is
a trend towards medium skills level for SME manager retail — the numbers of low
skilled and high skilled managers are decreasiniglittonally, there is a remarkable large
number of low skilled SME managers. Adequate tregrpossibilities for this group, also
integrating basic business skills should be offe@&thnging work organisation as well as
outsourcing or offshoring are options of low vidlilfor micro businesses. For larger
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SMEs both could be seen as strategic options o, gaigain or pool different skills to
address the future demand. Enhancing team worlddmilone possibility to improve or
widen the skills basis; another is to outsource esamhthe management functions to
freelancers or contract workers. This could beisigasn all scenarios for entrepreneurial
skills, but could also be conceivable for other ggeat skills. Changing initial vocational
training for this occupational function is a vialdption. Due to the fact that running an
own business in distribution and trade is not ladiby a certain qualification there is not
a certain initial vocational training scheme andydew SME managers actually have a
degree in higher education (Manshanden et al. 20@®Je 9.5). Economic studies
provide specialisations in wholesale and retaitritistion and trade. As a result of the
changing business environment caused by e-commglatgglisation and to some extent
regulation, a stronger accentuation of languageimatedcultural skills as well as change
management skills in the Shop Around the Clock afstores scenarios are viable
options to equip managers with the ability to adaghe changing business environment.
Moreover, a stronger practice orientation in retatbnomic studies and a stronger support
of Bachelor students in finding placements areleiaiptions.

What is more important, however, is to provide Hert training for the existing SME
managers in order to adequately support them.da&atly with regard to emergent skill
needs, and also with regard to the ageing workfofahop owner-managers, training of
transferring the business to successors shouldeBgmed and provided and human
resource management should be strengthened. Inp&amocities special trainings for
migrant SMEs and micro business managers will dlscome more important. This
training should comprise basic management and ledye about regulatiobut also
change management skills. Both will be more necggsathe Shop Around the Clock
and V-stores scenarios than in the other scenaRosviding information about the
emergent skills is an important strategic optioar this reason and for the purpose of
strengthening further training for SME managersrangier co-operation of stakeholders
in the sector is a viable option to react on themant skill needs. An improvement of
the image of the sector for this occupational fiomctis necessary for young high
educated managers. The sector is not very atteattivthem as a first job. Setting up a
MBA for managers of SMEs could help to attract éhgsung educated people. .
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Table 14.1 Strategic options for managers of SMEs

1. Whatis the maximum volume effect? | Increase
2. What is the maximum change in skillsq 21
3. Do SMEs play a large role? Yes
4. s the sector national/EU/global? National/
5. Is the workforce old? Yes®
6. Is the workforce low educated? No*®
Option Is this option viable? Actors
A. Recruiting workers from other sectors Yes, for &ar§MEs in the growth scenarios. C
B. Recruiting workers from other Member | Less likely for local SMEs. C
States

C. Recruiting workers from Non-member Less likely for local SMEs. C G
States

D. Recruiting unemployed with or without re- Yes, for larger SMEs in scenarios where C E |
training numbers expected to increase. G

E. Recruiting young people from the Yes, for larger SMESs in scenarios where C G

education system numbers are expected to stay stable or incregse.

F. Training and re-training employed workefs  Yes,dtbmanagers an important option. C,EB,

I

G. Changing work organisation Yes, for larger SMEs &gmwork to combine| C
several skills.

H. Outsourcing and offshoring Yes, for larger SMEssoutcing certain C
management functions to freelancer is viable jn
all scenarios.

I. Changing vocational education Yes, stronger irign of practice cases and | E, C, I,
support of especially bachelor students in G
finding placements.

J. Designing and offering new courses Yes, in thergem skills, and for transferring| E, S, I,
business and for migrant business. C, G

K. Providing information about emerging Yes, in particular for Micro businesses. E S|,

skills C

L. Improve the image of the sector Yes, necessarydong high educated S, LE
managers in their first job

M. Stronger cooperation between stakeholdeies, in particular to develop new courses and|t&, S, C,
exploit the innovation potential of the sector. | I, G, U

Notes: 1. C (company), S (sector organisationsciatgnbers of commerce), E (education & training),
G (governments and regulators), | (intermediaryaaigation, public or private), U (trade unions).

3235% older than 50 years and 31% aged betweendi@%pears (see data annex). While ageing of (SME)
managers is at stake, age per se is not a baori@niployability or high productivity. This is panlarly
true for management functions. The participatide of older workers in further training is geneydtw.

3 Statistics show that 33% of managers of SMEs ame éducated, which is a remarkable and
comparatively high percentage. 50% of managersna@dium educated.
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14.5 Specialist managers

In Table 14.2 strategic options for specialist m&sgare outlined. Specialist managers
are a quite heterogeneous group, containing acicguand finance, sales and marketing
as well as personnel managers. Their numbers grected to increase in the Shop
Around the Clock scenario. In all other scenariosirt numbers are expected to stay
stable with a slight tendency to increase in tlenado V-stores.

Due to the common general skills of each speciatianagement function and their
prevalence in larger SMEs and multi-national congmmmany strategic options are
viable. The correct choice will be more importamthe Shop Around the Clock scenario
where the number of managers is expected to ineréasontrast to the other scenarios
in which their numbers are expected to stay stdderuiting workers from other sectors,
from other Member States and Non-member Statematrevery relevant options, as
recruiting takes mainly place locally, also of figreemployees. Recruiting unemployed
specialist managers is not viable at all, as highcated and specialist managers are
needed. Recruiting young people from the educatystem is a viable option to meet the
increasing demand in the Shop Around the Clock aterand the natural replacement
demand in the other scenarios. Training of spestiatianagers is a viable and most
important option to address the emerging skill deeisa Especially sector specific skills
and knowledge about the supply chain are becomioige nmportant for this group. This
refers also to the emergent need for a better stateting of supplier and customers.
Changing the work organisation is relevant in thstdfes scenario. Outsourcing and
offshoring of some management functions are viaiptgons, although not for vital and
strategic management functions. Changing vocati@ulcation, particularly higher
education is a viable option. The accentuationaafjlage and intercultural skills in the
Shop Around the Clock and V-stores scenarios ad asla stronger emphasis on
placements within studies and practice case studiesviable options. A stronger
modularisation of continuing vocational trainingdastronger consideration of business
practice within further training are also viabldiops. In the scenario V-stores the supply
of e-commerce training and related issues suchoagract management and security
should be expanded. For HR managers, diversityetleecruiting strategy skills seem
necessary in all scenarios to react on the emergentls with regard to the ageing
workforce. This option can also be applied to Sopund the Clock and V-stores
scenarios in order to respond to the trend of matonalisation. Education providers
together with companies and social partner org#oisacan support these strategic
options.

Providing information about emerging skill needs essential for offering optimal
placement possibilities. Hence, for designing newrses and providing information
about emerging skill needs, a stronger co-operatibrthe relevant stakeholders is
required. An improvement of the image of the sectmuld help to attract more young,
high educated managers by emphasising career oppes.
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Table 14.2 Strategic options for speci

alist managsr

1. What is the maximum volume effect? Increase

2. What is the maximum change in skills? | 22

3. Do SMEs play a large role? Yes

4. Is the sector national/EU/global? National/ EU

5. Is the workforce old? No

6. Is the workforce low educated? No

Option Is this option viable? Actors

A. Recruiting workers from other sectors Yes, a viaigdon in the scenario Shop C
Around the Clock.

B. Recruiting workers from other Member | No, recruitment takes place locally, even if | C

States this may include foreign workers. Yes applies
to top management of the largest companies;
they form an exception.

C. Recruiting workers from Non-member | No, recruitment takes place locally, even if

States this may include foreign workers.

D. Recruiting unemployed with or without re- No.

training

E. Recruiting young people from the Yes. Apprenticeships; in company education. C, E

education system

F. Training and re-training employed workets  Yes,lIrseenarios in the emergent skills. | C, E, I, S
Most important option.

G. Changing work organisation Yes, especially in thstdte scenario. C,uU

H. Outsourcing and offshoring Yes, already taking elgzg. ICT) and will | C
become even more viable in the growth
scenarios. Not in vital and strategic functions
though.

I. Changing vocational education Yes, a strongerraaegion of language, E,C, S|,
intercultural skills and soft skills such as teanG
working.

J. Designing and offering new courses Yes, in alhac®s a stronger consideration E, C, I, S,
of business practice in training is viable. G

K. Providing information about emerging Yes, to avoid mismatch on the labour market. B, S,

skills

L. Improve the image of the sector Yes, to improveeappnd by emphasizing | C, S, I, E
career perspectives.

M. Stronger cooperation between stakeholdeies, to provide information and design new| E, S, C, |,
courses. U, G

Notes: 1. C (company), S (sector organisationsciatgnbers of commerce), E (education & training),

G (governments and regulators), | (intermediaryaaigation, public or private), U (trade unions).
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14.6 Health professionals

In Table 14.3 strategic options to meet the emérgjatt demands of health professionals
are outlined. It should be noted however, that thigle and the analyses refers to
pharmacists only. Strategic options for the whdes# pharmaceutical products are
outlined within the group of sales and marketingfgssionals (see section 1.5). While
the quantitative development of the other occupalidunctions in the sector is mainly
driven by technological developments and the econg@mowth of the sector, the limits
on the numbers of health professionals set by atignls needs to be given more
consideration. Their numbers are expected to gahyesin the Shop Around the Clock
and Shopping Malls Rule scenarios, while their neralare expected to decrease in the
V-stores scenario and to increase in the My Spgciatore scenario.

Recruiting workers from other sectors does not ttute a viable option because of the
specific qualification of pharmacists. Recruitinggpmacists from other Member States is
more easily feasible since 2007 because of thedearoDirective EG 2005/36, although
the national or regional approval of competencesilisnecessary. Recruiting pharmacists
from Non-member States is more complex becaus&ltheegulation does not apply to
third countries. Due to the low numbers of pharmigcivithin the group of unemployed,
recruiting unemployed pharmacists is of very limitscope. Training of health
professionals on the emergent skill needs is thet nmoportant strategic choice. In V-
stores especially e-commerce skills are necessdnile in the My Speciality Store
scenario social perceptiveness as well as trentihgeand spotting becomes more
important. Changing work organisation does notgmea viable option due to the limited
possibilities in pharmaceutics retail. However,soutrcing and offshoring provides viable
possibility in the scenario V-stores. A strongetegration of business aspects in
pharmaceutical studies could be conceivable alth@major change in education is not
necessary. Training institutes do not necessaalyetio provide totally new trainings, but
more e-skills training and in the V-stores scenatocommerce trainings for health
professionals.

Providing information about emerging skill needs essential for offering optimal
placement possibilities. Hence, for designing newrses and providing information
about emerging skill needs, a stronger co-operatibrthe relevant stakeholders is
required. In this occupational profile governingdles play a crucial role. An
improvement of the image of the sector is not nesgs
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Table 14.3 Strategic options health professionals

1. What is the maximum volume effect? Increase/maintain
2. What is the maximum change in skills? | 9
3. Do SMEs play a large role? Yes
4. Is the sector national/EU/global? National/ EU
5. Is the workforce old? No
6. Is the workforce low educated? No
Option Is this option viable? Actors
A. Recruiting workers from other sectors No -
B. Recruiting workers from other Member | Yes, a viable option in the scenario My C,G
States Speciality Store.
C. Recruiting workers from Non-member Yes, a viable option but very restricted due to| C, G
States regulation.
D. Recruiting unemployed with or without re- Yes, but very limited in scope C
training
E. Recruiting young people from the Yes, to meet the natural replacement demand
education system and the rising demand in My Specialty Store.
F. Training and re-training employed workets  Yesha émergent skills, in particular C E |
business skills in the growth scenarios and e-| S
skills.
G. Changing work organisation No
H. Outsourcing and offshoring Yes, in particular ie ¥store scenario. C
I. Changing vocational education No -
J. Designing and offering new courses Yes, e skillggneral and e-commerce in V- | E, C, S,
stores scenario. I, G
K. Providing information about emerging Yes E, S, C,
skills I
L. Improve the image of the sector No -
M. Stronger cooperation between stakeholdeies C,E S,
I, G,U

Notes: 1. C (company), S (sector organisationsciadgnbers of commerce), E (education & training),

G (governments and regulators), | (intermediaryaaigation, public or private), U (trade unions).
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14.7 Accounting & finance professionals

Table 14.4 presents viable options for finance awndounting professionals. Their
numbers are expected to decrease in the scenattlo§ast technological change and
adoption as well as good regulation and to mainiainthe scenario with slower

technology adoption and poor regulation. This imeplithat only natural replacement
demand has to be met. Owing to the common genkilld ef accounting and finance

professionals, recruiting experts from other segtddember States and Non-member
States is viable, though for the latter an adamtatif competences and qualification to
national standards will be necessary. Recruitingmployed bookkeepers or other
professionals is a viable option to meet the nare@acement demand but it is limited in
scope at the higher end of these professions dubetageneral low numbers of high
gualified professionals among the unemployed. Mageorecruiting young specialists

from the education and training system presentghanoviable option. Training and

perhaps re-training of the existing workforce wile necessary in all scenarios, in
particular in e-skills, legislative and regulatdéryowledge and in few management skills.
Changing work organisation is a possibility to camebskills of different occupational

profiles to fulfil future tasks. Outsourcing andstforing for some accounting and finance
functions such as bookkeeping is a viable option.

Changing vocational education does not seem negessdy continuing adaptation to a
new regulative environment and technological dgwelents. This particularly applies to
the Shop Around the Clock scenario. The design e rtourses and the stronger
modularisation of further training as well as mdiexible learning tools constitute an
important option to address the emerging skill dessa

Providing information about emerging skill needs essential for offering optimal

placement possibilities. This is especially neentethe scenarios with fast technological
change. Hence, for designing new courses and @wiging information about emerging
skill needs, a stronger co-operation of the relevatakeholders is required. An
improvement of the image of the sector is not nemgs
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Table 14.4 Strategic options Accounting & Finance

1. What is the maximum volume effect? Decrease / Maintain

2. What is the maximum change in skills? | 4

3. Do SMEs play a large role? Yes

4. Is the sector national/EU/global? National/ EU

5. Is the workforce old? No

6. Is the workforce low educated? No

Option Is this option viable? Actors

A. Recruiting workers from other sectors | Yes, a viable option due to sector independentC, E

skills.

B. Recruiting workers from other Member | Yes, but limited, due to national accounting | C
States regulation. More viable for large firms.

C. Recruiting workers from Non-member | Yes, but limited due to national accounting | C, G
States regulation. More viable for large firms.

D. Recruiting unemployed with or without re- Yes, but limited in scope (training is needed).|  EC|
training

E. Recruiting young people from the Yes C,E
education system

F. Training and re-training employed workefsyes C,E, S,

|

G. Changing work organisation Yes, teamwork to combine several skills. Cc,uU

H. Outsourcing and offshoring Yes, an option for some functions.

I. Changing vocational education No -

J. Designing and offering new courses Yes, more flexible training and tools. E, S, C,

G, |

K. Providing information about emerging | Yes to avoid labour market mismatch. E,S,C,
skills |

L. Improve the image of the sector No, not needed for this occupational function. -

M. Stronger cooperation between stakeholderges, to adapt training and information about | E, S, C,

skill changes. G, Ul

Notes: 1. C (company), S (sector organisationscéathbers of commerce), E (education & training),

G (governments), | (intermediary organisation, bt private), U (trade unions).
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14.8 Sales & marketing professionals

Table 14.5 presents viable options for sales & miamly. In the Shop Around the Clock
and V-stores scenarios the occupational functionsdles and marketing are expected to
increase in volume whilst in the Shopping Malls &ahd My Specialty Store scenarios
the volume of employment is likely to stay stablée scenarios do not differ strongly
with respect to emergent skills and competences.igjority of the emerging skills are
genuine marketing and sales skills, only few arseaftor-specific nature, such as specific
e-skills.

Also due to the common general skills of sales mwadketing professionals there is no
restriction on strategic options, in particulartie economic growth scenario where their
numbers are expected to increase. Thus, recrptioigssionals from other sectors, from
other Member States and Non-member States aresvagutions. Certainly sector specific
training and knowledge about the culture of the kelris necessary. Recruiting
unemployed professionals is also a viable optiomybll be limited in scope at the higher
end of this function. Recruiting young people frtime education system is a more viable
option, either to meet the natural replacement dehoa to meet the increasing demand
in the Shop Around the Clock and V-stores scenaflicgning of the existing workforce
is a viable strategic option especially to reacbrsterm impact. Besides training of e-
skills, management and entrepreneurship skills telwtvill be emergent in all scenarios
— language and intercultural skills are prevalenthe Shop Around the Clock and V-
stores scenarios. Moreover, skills in social pergepess will be emerging in the
scenario My Specialty Store. Changing work orgdamsain explicit to teamwork, is a
viable strategic option to combine several skibgded in the scenarios. Outsourcing and
offshoring of some sales as well as marketing fonst to other firms or freelance
personnel could help to gain new skills such asrauitural knowledge for entering new
markets and to address different target groups aithe-commerce platform. A major
change of higher education does not seem necessdlnys occupational function, but
placement of students should be promoted to ganty gaactice knowledge. The
development of new courses and training is a viaiggon. Especially flexible and
modular trainings and tools should be developeddaifeted by training institutions and
sector representatives.

Providing information about emerging skill needs essential for offering optimal
placement possibilities. This is especially neededthe scenarios with a strong
internationalisation. Hence, for designing newrses and the provision of information
about emerging skill needs, a stronger co-operatibrthe relevant stakeholders is
required. An improvement of the image of the sectonecessary for attracting young,
high educated professionals by showing career oppities.
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Table 14.5 Strategic options for Sales & Marketing

1. What is the maximum volume effect? Increase
2. What is the maximum change in skills? | 14
3. Do SMEs play a large role? No
4. Is the sector national/EU/global? National / EU / regional
5. Is the workforce old? No
6. Is the workforce low educated? No
Option Is this option viable? Actors
A. Recruiting workers from other sectors | Yes, but sector specific knowledge and trainirjgC
are needed.
B. Recruiting workers from other Member | Yes, a viable option for strategic and operative C, G
States marketing.
C. Recruiting workers from Non-member | Yes, a viable option for strategic and operative C, G
States marketing.
D. Recruiting unemployed with or without re- Yes, but limited in scope. C, E |
training G
E. Recruiting young people from the Yes C,E S
education system
F. Training and re-training employed workefsyes, especially e-skills and entrepreneurship | C, E, I,
skills need to be increased. S
G. Changing work organisation Yes, in order to strengthen soft and hard skills.C, U
H. Outsourcing and offshoring Yes C
I. Changing vocational education Yes C,E, I,
S, G,
J. Designing and offering new courses Yes, courses need to be offered regarding se¢t@r, E, |,
specific knowledge and e-business skills. S, G
Flexible forms of training are essential.
K. Providing information about emerging | Yes to prevent labour market mismatch. C, E,
skills S, U
L. Improve the image of the sector Yes C,S
M. Stronger cooperation between stakeholderges, in to order to design new courses and | C, S, E,
provide information about emerging skills. G, LU

Notes: 1. C (company), S (sector organisationscéathbers of commerce), E (education & training),

G (governments), | (intermediary organisation, bt private), U (trade unions).
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14.9 Supply chain management

Table 14.6 outlines the strategic choices for spgplain managers. Their numbers are
expected to increase in the Shop Around the Cloekario, while in the Shopping Malls
Rule and My Specialty Store scenarios their numbegsexpected to stay stable. In the
V-stores scenario the number of supply chain pexdesis will decrease, mainly because
of disintermediation and integration of the vallsio. Supply chain managers are mainly
operating in larger companies in the wholesale agthil sector (food, home
improvement, textiles, furniture, and electroniticdes). Owing to the common general
skills of supply chain managers or logistic profesals all strategic options are viable.

Recruiting professionals from other sectors, sushthe transport sector or industry
sectors alongside the supply chain is a viableoaptespecially in the Shop Around the
Clock scenario, where global sourcing and distrdsutwill develop strongly. Yet, also
recruiting professionals from other Member Statesl &en Non-member States is
conceivable. In this case, however, national rdgra(e.g. taxation) will have to be
trained. Recruiting unemployed experts will be ablé option in the scenario where an
increase in the numbers of supply chain managexspscted. It is more viable, however,
to recruit young and freshly trained professionalsp already have the necessary basic
skills, from the education system. Training of eaygles is an important strategic option
in order to adapt them to the emerging skill needduding both social and hard skills.

Changing work organisation will necessarily be mpartant option in the Shop Around
the Clock scenario, where global sourcing and teldgical change progresses fast and
mass customisation is prevalent. Particularly tearkwtio combine SCM skills with
purchasing skills is a viable option. Job enlargeinoé the one or the other job function is
also conceivable. Although less complex supply mhatan be expected in the My
Speciality Store scenario, where regional supplg aalue chains are prevalent, job
enlargement filling emerging gaps will also be able option. Outsourcing and
offshoring of SCM will be more viable in the Shopolind the Clock and V-stores
scenarios where product sourcing is global. In WMg Speciality Store scenario
outsourcing is a viable option while offshoring Hass probability due to more regional
distribution channels.

For supply chain management in general a mediurhigiter education is necessary.
Changing initial vocational education on mediumeleseems to be a viable option in the
Shop Around the Clock and V-stores scenarios withigh competition. A stronger
modularisation and more practice training on thHeijporder to adapt apprenticesKills
and qualification stronger to specific businessdsée a viable and important option. This
holds true - to a lesser extent - for higher edanafTraining alongside business practice
cases and an expansion of practice orientated heghecation such as universities of co-
operative science are options. For apprentices fanda general improvement of
continuing vocational training, more certified asllwas more European wide accepted
digital and web based trainings should be devel@®tapplied (see also implications).
These will be more viable in the Shop Around thedkland V-stores scenarios than in
the other two scenarios.
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Providing information about emerging skill needs essential for offering optimal

placement possibilities. Especially the impact efhinology (e.g. RFIE} and e-tailing

and e-commerce) should be assessed on an ongaiyy bhis is especially needed in
scenarios with a strong internationalisation argt fachnological changes, yet it could
also be applied to in the other scenarios. Fordésigning of new courses and the
provision of information about emerging skill negeds stronger co-operation of the
relevant stakeholders is required. An improvementhe image of the sector is not

necessary.

Table 14.6 Strategic options Supply Chain Managemeén

1. What is the maximum volume effect? Increase
2. What is the maximum change in skills? | 9
3. Do SMEs play a large role? Yes
4. Is the sector national/EU/global? National/ EU
5. Is the workforce old? No.
6. Is the workforce low educated? No.
Option Is this option viable? Actors
A. Recruiting workers from other sectors Yes, but@especific training is needed. C,E
B. Recruiting workers from other Member | Yes, but limited in scope due to skill shortages. C
States
C. Recruiting workers from Non-Member Yes, but limited in scope due to skill shortages C, G
States and relative low wages in Europe.
D. Recruiting unemployed with or without re- No, the option is not realistic due to less -
training qualified personnel.
E. Recruiting young people from the C,E
education system Yes, but sector specific traimngeeded.
F. Training and re-training employed workefs Yes, ptiam in order to meet the emergent | C, E, |,
hard and soft skills. S
G. Changing work organisation Yes, for a better matghuf the hard and soft | C, E, U
skills. More viable for large firms in growth
scenarios. Job enlargement will be also viable.
H. Outsourcing and offshoring Yes, the option is watar all SCMs as well ag C
for parts of it.
I. Changing vocational education Yes, in order terggthen sector specific skills| C, E, I,
and practice knowledge. S, G
J. Designing and offering new courses Yes, mainlyeioinancing (sub-) sector specificC, E, I,
and soft skills. Flexible forms of training are | S, G
essential.
K. Providing information about emerging Yes, in order to better match skill supply and | C, E, I,
skills demand. S, U
L. Improve the image of the sector No, not necessarthfs occupational function| -
M. Stronger cooperation between stakeholdeiées, in order to improve the matching of skill | C, S, E,
supply and emerging demand. G, LU

Notes: 1. C (company), S (sector organisationsciatgnbers of commerce), E (education & training),
G (governments), | (intermediary organisation, pubt private), U (trade unions).

3 Radio frequency identification, for details p

lease Part 1
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14.10 Administrative support staff

Table 14.7 presents the strategic options for adtnative support staff... Their numbers
are expected to decrease in the Shop Around thek@lad the V-stores scenarios and in
the Shopping Malls Rule scenario. They will inceeasthe My Speciality Store scenario.
Therefore, mainly skill gaps have to be addres8ddinistrative support staff are one of
the youngest occupational groups; therefore alsoaplacement demand will be low.

Due to the common general office and administratéills, such as basic internet,
spreadsheet and word processing competences, tregradministrative support staff
from other sectors is generally a viable but naessary option. Additionally, this option
is also limited by the emergence of (sub-) segbecHic hard skills. This also holds true
for recruiting clerks from other countries. Provddiat the language gap can be bridged
this is a viable, yet not necessary, option. Réiagiunemployed administrative support
staff is a viable option. Large retailers like Ghour have specific programmes to hire
unemployed staff. Recruiting young people to méet low replacement demand is a
viable option as well. The training of administvatisupport staff is the most important
option. In the case of this occupational functiererere-training and up-skilling for more
promising functions, such as supply chain managseales professional, could be seen as
a viable option. Besides training in the before tiwered hard skills, training will be
needed in emerging self-management and problemingolskills. Changing work
organisation, in particular team work or job enérgnt (with some supply chain
functions), could be helpful to combine hard skiNgh softer skills. Outsourcing and
offshoring of administrative tasks will be a vialdption in the Shop Around the Clock
and V-stores scenarios, but both are also condeiviabthe other two scenarios. In
general this will be supported by the technologid@nge. Changing initial vocational
training (IVET) is a viable option to react on teenerging skill demands and on the
general changes in the business environment. Edlyei the Shop Around the Clock
and V-stores scenarios a stronger flexibility anddolarisation of IVET is a viable
option to react on the skill needs in a strongempetitive business environment.
Providing flexible tools, instruments and trainiiogms such as blended learning will also
constitute a feasible and important possibilityisTimoreover, can be applied to the other
two scenarios, as well. A stronger emphasis ons&abor specific skills in training and
the integration of practice cases will be especiateded in the scenarios where mass
customisation is prevalent.

Providing information about emerging skill needs essential for offering optimal
placement possibilities. For this occupational fiorcespecially volume changes should
be strongly considered and recommendations forkiimng and re-training should be
integrated on a regional information basis. Thipasticularly needed in those scenarios
with a strong internationalisation and fast tecbgaal changes, yet it could also be
applied in the other scenarios. Hence, for thegihésg of new courses and the provision
of information about emerging skill needs, a stemgo-operation of the relevant
stakeholders is required. An improvement of thegenaf the sector is necessary.
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Table 14.7 Strategic options administrative supporstaff

1. What is the maximum volume effect? Increase
2. What is the maximum change in skills? | 11
3. Do SMEs play a large role? Yes
4. Is the sector national/EU/global? National/ EU
5. Is the workforce old? No
6. Is the workforce low educated? No
Option Is this option viable? Actors
A. Recruiting workers from other sectors No. -
B. Recruiting workers from other Member No. -
States
C. Recruiting workers from Non-member No. -
States
D. Recruiting unemployed with or without re{ Yes. Active programmes, e.g. by Carrefour. C, U, G
training
E. Recruiting young people from the educatipiyes, a viable option. C E
system
F. Training and re-training employed workers  Yes, léadnd most important option. C, S E,
I
Changing work organisation Yes. Cc,u
H. Outsourcing and offshoring Yes, in particular ie irowth scenarios. | C
E.g. in payment and ICT-related functions.
I.  Changing vocational education Yes, more moduldr(anb-) sector E, S, C, |,
specific skills and flexible modularisation.| G
J. Designing and offering new courses Yes, mainlyeioinancing (sub-) sector E, S C, I
specific and soft skills. Flexible forms of
training are essential.
K. Providing information about emerging skillsYes, in particular to inform about the E, S, C, |,
volume changes on regional level. U
L. Improving the image of the sector Yes E, S, C, |,
U
M. Stronger cooperation between stakeholders  Yedggmn new suitable coursesand | E, S, C, |,
inform about emergent skills. U

Notes: 1. C (company), S (sector organisationscéatnbers of commerce), E (education & training),

G (governments and regulators), | (intermediaryaaigation, public or private), U (trade unions).
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14.11 Service workers

Service workers represent by far the most numergtmip among the different
occupational functions in the sector. Not only heea of this fact, but also due to
different sub sectors and business strategiesttaggic choices to address the emergent
skills could be quite different. Table 14.8 presempicture of these different possibilities.
The numbers of service workers is expected to asmen the Shopping Malls Rule and
My Specialty Store scenarios and tends to decraaslke V-stores scenario and will
probably stabilise in the Shop Around the Clocknse®s. Therefore, not only skill gaps,
but also skill shortages are likely to occur.

Generally speaking, recruiting workers from othectsrs is a viable and possible option
in all scenarios. This holds particularly true fible recruitment from the respective
production sector as this could provide a poss$ybth meet the high customer demand
forecasted in the My Speciality store and the Shaqund the Clock scenario. Recruiting
service workers from other Member States or Non-b@nStates could be seen as viable
option in the V-store scenario where customer delmanmill be satisfied online via web
based applications. In the other scenarios sestafé can be hired from other countries
and even Non-member States provided that theytalse the necessary language skills.
The employment of ethnically mixed staff could onge cases also provide an important
service advantage in order to better address cestom

Recruiting unemployed is a viable option to addrdssincreasing demand for service
workers in some scenarios. This does not only trakel for lower skilled repetitive work
as, for example, in the food retail sector, bubdisr selling goods, which require a
substantial amount of explanatory support and servRecruiting young professionals
from the employment system is another viable optidrey will in particular be able to
provide the skills for the emergent e-skill demandthe sector. However, ageing
consumers should be taken into account when reggyuiew personnel. It is important to
note that the total workforce of service workersearkably young and that age, gender
and also ethnic diversity should be stronger takeém account by HR managers. This
could especially be a viable option in the My Spktyi Store scenario yet it could also
provide an option for the Shopping Malls Rule scenforecasting growing numbers of
staff.

Training of the existing staff will be a viable amdportant option in all scenarios. It will
be of lesser importance for large take away stioréise scenarios with fast technological
change, causing an overall reduction in the numbkrpialified workers. In these cases
the application of electronic devices and a furtaed ongoing improvement of social
skills are mainly required. In other sub sectosstipularly small retail shops and in some
departments of larger warehouses training of stathe emergent competences will be
important in all scenarios, however most imporiantill be in the My Speciality Store
scenario. This does not only refer to social skillg also to problem solving skills and
self-management skills. Changing work organisaitsoanother viable option to react on
the changing business environment. Technologicahgé will make leaner structures
possible and will make job enlargement but alsente#ork an important option. This
applies mainly to the Shop Around the Clock andtdfes scenarios. Outsourcing and
offshoring of service workers will only be a vialdgtion in the V-store scenario, where
virtual service workers can provide information émnsumers anywhere in the world.
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Especially in the Shop Around the Clock and V-stoseenarios a change of initial

vocational training is an important option to prdpeeact to the changes of the business
environment. More flexible and modularised trainiag well as the use of more e-
learning instruments and tools is necessary. Tlge applies to the design of new

courses. In this strategic option particularly th@ning institutes should react on the
training demand of migrant businesses and of SME&s &lso implications).

Providing information about emerging skill needessential to be able to offer optimal
placement possibilities. For this occupational tiorcthe different developments in the
sub sectors (e.g. food retail on the one hand axdry goods on the other) should be
strongly taken into account. This is particularlgeded in those scenarios with strong
internationalisation and fast technological changes it could also be applied to the
other scenarios. Hence, for the designing of newwsas and the provision of information
about emerging skill needs, a stronger co-operatibrthe relevant stakeholders is
required.

An improvement of the image of the sector can le secessary in some cases. Labour
turnover is in general high and in some branchéscanintries comparatively low wages
lead to an attraction primarily of low qualified rpenal, though this does usually not
create employment bottlenecks.
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Table 14.8 Strategic options service workers

needs

1. What is the maximum volume effect? | Stabilisation in EU-15, NMS increase
2. What is the maximum change in skills?| 14
3. Do SMEs play a large role? Yes, esp. in NMS
4. Is the sector national/EU/global? National, EU
5. Is the workforce old? No, yet in EU15 somewhat older than in NMS
6. Is the workforce low educated? No
Option Is this option viable? Actors
A. Recruiting workers from other sectors Yes a vialgdon in scenario with C
increasing volume.
B. Recruiting workers from other Member | Yes a viable option in scenario with C,G
States increasing volume.
C. Recruiting workers from Non-Member | Yes a viable option in scenario with C,G
States increasing volume.
D. Recruiting unemployed with or without | Yes a viable option in scenario with C,GE
re-training increasing volume.
E. Recruiting young people from the Yes a viable option, but diversity aspects | C, S
education system should be strongly taken into account.
F. Training and re-training employed Yes, for counselling intense retail shops and C, E, U, S,
workers smaller businesses. I
G. Changing work organisation Yes, teamwork and jdargement in the Cc,u
growth scenarios.
H. Outsourcing and offshoring Yes, e.g. call centres. Cc,u
I.  Changing vocational education Yes, more moduldr(anb-) sector specific| E, S, C, |,
skills and flexible modularisation. G
J. Designing and offering new courses Yes, mainlyeioinancing (sub-) sector E, S C, I
specific and soft skills. Flexible forms of
training are essential.
K. Providing information about emerging | Yes. E, S, C, |,
skills U
L. Improve the image of the sector Yes. E, S, C, |,
U
M. Stronger cooperation between Yes at least in order to design new trainings E, S, C, |,
stakeholders and provide information about changing skill U, G

Notes: 1. C (company), S (sector organisationscéathbers of commerce), E (education & training),

G (governments and regulators), | (intermediaryaaigation, public or private), U (trade unions)
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14.12 Craft workers

The category craft workers is comprised of meclaniitters, servicers of household
goods, craft and trade workers, e.g. personal @ativfood processing such as butchers,
bakers or tailors and shoe repairers. It also eamtaotor vehicle repairers. Table 14.9
presents the main strategic choices for this odoupe group, while in the text the other
occupations are only touched. The number of emp®yd this occupational function is
expected to increase only in the My Speciality &tecenario. In the V-store scenario
their number is expected to shrink, while in Shapukd the Clock and Shopping Malls
Rule their number is expected to stay stable. Henta&inly skill gaps have to be
addressed by the strategic choices and only in smemario skill shortages can be
expected.

Recruiting workers from other sectors is less {ikahd possible for this occupational
function because of the specific qualifications ahdls needed to fulfil the respective
tasks. More promising will be to recruit worker®rfr other member states and non-
member states, which will be an option especiailyfhe My Specialty Store scenario
where an increase in their numbers is expectethdrother scenarios this is not a viable
option also because this occupational functiontbasome extend customer contaaid
requires appropriate language skills. In some casasuld none the less be positive to
have an ethnically mixed workforce to address ckffié customer groups. The scope of
these two strategic options is also limited by theceptance and verification of
gualifications by the public authorities. More Vi@hs to recruit unemployed or fresh
trained young people from the education system éetnmatural replacement demand.
And it will be important to continuously train thexisting workforce and to help them
adapt to technological changes in the subsectopatticular in the scenarios with fast
technological progress, the integration of eledtrodevises in cars and household
products will proceed and the application of diagjiwo tools and knowledge about
electronics and software will become as importanthe knowledge about mechanics.
This development will also make changes in workaargation more necessary, and
particularly in motor repair the knowledge abowgotdonics and mechanics will have to
be combined through stronger teamwork in the futdier non company-authorised
automotive repair businesses this could becomepoasibility to gain knowledge about
several different type of motor systems and thateel electronic diagnostics. Changing
vocational training is a viable option to meet thmergent skill demands in repair
subsectors where technological development is Tdst of course applies more to the
Shop Around the Clock scenarios where chanigevocational education are also
supported by fierce competition which makes a mibegible and modular initial
education and training necessary to keep abserme fwvork low and individual
adaptability to new technological needs high. Desigd offer of new courses is also a
positive option to address skill demands. Especi#dixible training for SMEs and new
forms of blended and web based learning shouldceleldped.

Providing information about emerging skill needessential to offer optimal placement
possibilities. For this occupational function théetent developments in the sub sectors
should be given special attention. This is paréidyl necessary in those scenarios with
fast technological changes, yet it could also bpliegp to the other scenarios. For
designing new courses and the provision of inforomatibout emerging skill needs, a
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stronger co-operation of the relevant stakeholdenequired. An improvement of the

image of the sector is not necessary.

Table 14.9 Strategic options craft and

related trads workers

1. What is the maximum volume effect? | Increase
2. What is the maximum change in skills?| 13
3. Do SMEs play a large role? Yes
4. Is the sector national/EU/global? National/ EU
5. Is the workforce old? No
6. Is the workforce low educated? No
Option Is this option viable? Actors
A. Recruiting workers from other sectors No
B. Recruiting workers from other Member | Yes in My Speciality Store but limited in C
States scope
C. Recruiting workers from Non-Member | Yes in My Speciality Store but limited in C,G
States scope
D. Recruiting unemployed with or without | Yes, an update of skills might be necessary| C,E I
re-training
E. Recruiting young people from the Yes to gain new skills. C
education system
F. Training and re-training employed Yes regularly update of technical skills and | C, E, U
workers knowledge to new developments and shorter
product cycles. But also customer care and
management skills
G. Changing work organisation Yes, teamwork will beeomore important in C, U
the growth scenario
H. Outsourcing and offshoring Yes in the growth scErsamainly for non C
authorised car repair
I. Changing vocational education Yes, stronger madhation and flexibility E, S, C, |,
and a stronger accentuation of electronics | G
compared to mechanics
J. Designing and offering new courses Yes, more lillexcourses for employees in| E, C, S, |
SMEs, development of blended learning
K. Providing information about emerging | Yes, E, S, C, |,
skills U
L. Improve the image of the sector No -
M. Stronger cooperation between Yes E, S, C, |,
stakeholders U, G

Notes: 1. C (company), S (sector organisationsciatghbers of commerce), E (education & training),

G (governments and regulators), | (intermediaryaaigation, public or private), U (trade unions).
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14.13 Motor vehicle drivers

In Table 14.10 strategic choices for motor vehdrigers are laid out. As labour and skill

shortages in the case of Large Goods Vehicle (L@&Wers and severe problems to meet
the actual demand are already occurring, all gjrateptions have to be taken into

account. This will be all the more important in theop Around the Clock and V-stores

scenarios, where demand for this occupational fonds expected to rise. In the other
two scenarios the numbers are expected to stalesfHite necessity to choose between
these strategic options will vary between compaaes Member States, depending on
their demand.

Recruiting workers from other sectors such asridwesport sector, the postal sector or the
manufacturing sector will constitute a strategit¢iap provided that the workers posses
the respective driving licence and the retail oolgkale company is able to meet their
wage claims. Recruiting workers from other Membtates and Non-member States is
already being undertaken in some European countriesder to address skill shortages
(SfL 2006b: 24). In these cases usually basic itrginis conducted. Recruiting
unemployed is only easily manageable if the poééntiorkers possess the required
driving licence. In regions with high demand foadodrivers, public employment service
together with the companies shoutdovide financial assistance for the respective
training. Recruiting young people from the eduaatsystem is another viable option to
address the skill shortages in this occupationaction of the sector. However, this
measure will only be successful if the image of deeupational function is improved.
The occupational group of motor vehicle driverdysno means perceived as prestigious
although the working conditions of road driverdhe wholesale and retails sector, as for
example their working hours and shifts, their Sy@gges and career prospects, are better
than in the transport sector. Nonetheless, chammg@grk organisation, particularly in
working conditions, would be a viable strategicioptto attract more drivers to the sector
and to enhance the possibilities for staff trainiNtpre flexible working hours and part
time work could also help to diversify the workfercOutsourcing and offshoring are
already in place to reduce costs and to meet paakstribution requirements.

If internationalisation and mobility is growing fuer, the development of a European
road driver apprenticeship model is conceivableriler to address future skill gaps. In
general, little resources are attributed to tragnim the sector. Hence, up-skilling of the
workforce will only be possible if there is a stgoobligation totraining as to avoid a
distortion of competition in Europe because of wagosts. Thus, an expansion and
deepening of the Certificate of Professional Compet (CPC) seems necessary.
Designing and offering new courses in order to eslslremerging skill shortages is a
viable and necessary option. The most importantecrof training is eco-efficient clean
driving and the adaptation of vehicle knowledgeemore important will be to provide
flexible new training methods to keep absence gbleyees from work low and training
cheap and flexible. Moreover, it will become impmtt to adapt the skills of drivers
regularly to new technologies and to changes imletign. A solid co-operation of all
relevant stakeholders to pursue different strategmces more efficiently is necessary.
Firstly, to develop and adapt training to the spleaeeds of SMEs, and, secondly to
attract more drivers to the sector.
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Table 14.10 Strategic options motor vehicle drivers

1. What is the maximum volume effect? Increase
2. What is the maximum change in skills? 7
3. Do SMEs play a large role? No
4. Is the sector national/EU/global? Mainly national/ EU
5. Is the workforce old? No
6. Is the workforce low educated? No
Option Is this option viable? Actors?
A. Recruiting workers from other sectors Yes, to recruit drivers from other sectors is C
in general feasible.
B. Recruiting workers from other Memberyes, with respective training i.e. basic C, E
States language skills
C. Recruiting workers from Non-Member Yes, with respective training i.e. basic C,E
States language skills
D. Recruiting unemployed with or without Yes, if they have the necessary driving | C, E, |
re-training license. If regional demand is very high and
foreseen PES can provide training.
E. Recruiting young people from the Yes, viable and important option due to an C,
education system ageing workforce, but only successful with
point L
F. Training and re-training employed | Yes in the emergent skills C,U
workers
G. Changing work organisation Yes, to diversify the workforce and attract C, I, U
more persons employee friendly work
organisation would be helpful, but limited
by fierce competition
H. Outsourcing and offshoring Yes, already done but will become strongelC
if cabotage regulation in Europe is weaken
I.  Changing vocational education Yes, development of an European truck | C, E, S, I,
driving licence. G
J. Designing and offering new courses | Yes, to develop flexible training. C,E S,
K. Providing information about emerging Yes C,E S, I,
skills U
L. Improve the image of the sector Yes, to diversify the workforce in the sectoIC, E, I, S
and address skill shortages
M. Stronger cooperation between Yes, to develop training forms suitable for C, E, I, S,
stakeholders employees in SMEs and to improve the | G, U

image of the sector

Notes: C (company), S (sector organisations aadhblers of commerce), E (education & training),

G (governments), | (intermediary organisation, pubt private), U (trade unions)
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14.14 Machine operators

The category machine operators includes mediumatedavorkers operating machines
in food processing, textile and leather productibimeir numbers are expected to decrease
in the Shopping Malls Rule and V-stores scenarmabta stay stable in the Shop Around
the Clock as well as in the My Speciality Storensce®. Table 14.11 presents mainly
strategic choices for this occupational group. Beeaof their expected stability in
numbers only skill gaps and no shortages have awteessed.

Recruiting workers from other sectors is a morebigaoption than in the case of craft
workers due to the lower degree of specialisedsskil machine operators. Because of
this fact and their low tendency of customer trafécruiting workers from other member
states as well as from non-member states is aeviapiion but not necessarily in any
scenario, because only skills gaps and no shorteyesto be addressed. The same holds
true for unemployed. Recruiting young persons ftbheeducation system is an option to
address replacement demand and some of the latégfaps such e-skills, which can be
expected more vivid in the younger age groups thathe older ones. In the scenarios
with rapid technological change, training in apglielectronic machinery and latest
technology will be necessary. Also self managenseiils will be more emerging in the
scenarios with strong competition than in the ownarios. For machine operators with
the necessary potential there would be the po#gibal re-train or up skill them to craft
workers. Changing work organisation will be a veabiption to react to the technology
induced changes in the work environment; teamwart @b enlargement are viable
options. Outsourcing or offshoring is only a vialbetion if related craft work is
outsourced too. Changing of vocational trainingnag necessary but the design of new
flexible training courses and web based materialglevbe a viable option to meet the
skill need of this occupational function in theute.

Providing information about emerging skill needs essential for offering optimal
placement possibilities. For this occupational fiorc especially the different
developments in the sub sectors should be considstrengly. This will be particularly
needed in those scenarios with fast technologicahge, yet it could also be applied in
the other scenarios. Hence, for the designing af weurses and the provision of
information about emerging skill needs, strongepperation of the relevant stakeholders
is required. An improvement of the image of the@eis not necessary.
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Table 14.11 Strategic options machine operators

1. What is the maximum volume effect? | Decrease

2. What is the maximum change in skills?| 7

3. Do SMEs play a large role? Yes

4. Is the sector national/EU/global? National/ EU

5. Is the workforce old? No

6. Is the workforce low educated? No

Option Is this option viable? Actors

A. Recruiting workers from other sectors No -

B. Recruiting workers from other Member | No -
States

C. Recruiting workers from Non-Member | No -
States

D. Recruiting unemployed with or without | No -
re-training

E. Recruiting young people from the Yes to meet the natural replacement demand C
education system

F. Training and re-training employed Yes in the emerging skills, re-training for C,E LU,
workers more promising occupations is also an optiars
Changing work organisation Yes Cc,u

H. Outsourcing and offshoring Yes, mainly in wholesale C

I. Changing vocational education No

J. Designing and offering new courses Yes, more lillexcourses for employees in| E, C, S, |

SMEs, development of blended learning

K. Providing information about emerging | Yes CS,E |
skills U

L. Improve the image of the sector No

M. Stronger cooperation between Yes C,S, E, G,
stakeholders I, U

Notes: C (company), S (sector organisations anthbkas of commerce), E (education & training),

G (governments and regulators), | (intermediaryaaigation, public or private), U (trade unions).
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14.15 Logistics workers

In Table 14.12 strategic choices for logistics veyskare described. Logistics workers are
carrying out lower services in all subsectors. émeyal, no apprenticeships are necessary
for the lower end of warehousemen and logisticskexs. The numbers of logistics
workers are expected to decrease in the Shop Arten€lock and V-stores scenarios
and to stay stable in the Shopping Malls Rule aiydSgecialty Store scenarios.

The most important driver of skill changes of ldigis workers is the ongoing automation
of the supply chains and logistics. Therefore, ilssknd technical knowledge become
more important. There are two possible pathwayshigroccupational function according
to the Shop Around the Clock an V-stores scenafws.the one hand some tasks of
logistics workers are shifted towards technicatgdd freight controllers whose technical
function will become to mainly control automate@i@ht processes (Schnalzer et al.
2003a). This applies more to wholesale than talréde the other hand physical tasks
will remain constant. Hence, different strategioickhs are viable. Recruiting workers
from other sectors, from other Member States and-tdember States are quite viable
options because of the general low skill level ogistics workers and the common
“training on the job” in this occupational functioRecruiting unemployed and young
people from the education system are also possipégegic choices. Training of the
existing workforce is a necessary and viable optionaddress the emerging e-skill
demand and the rising technological knowledge reguio fulfil the tasks of a freight
handler in future. Changing work organisation, outsing and offshoring are less viable
options for this occupational function. For the &vend of logistics workers there is no
vocational education available in most countriesr 'warehouse clerks apprentices a
change into available vocational education andnimgi could become necessary,
especially when e-tailing becomes common in thédves scenario. The design and offer
of new training courses will become essential aildges hand in hand with the ongoing
changes in the freight automation technology. 4o new flexible courses for training
of soft skills (e.g. self management and commuidoatare viable options to meet the
emerging skill demand.

Providing information about the emerging skillslogistics workers and the impact of
technology on this occupational function is an im@ot strategic option to prevent a skill
mismatch. For this reason as well as in order teeld@ flexible forms of training,
existing co-operations should be deepened in tti®Ise
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Table 14.12 Strategic options logistics workers

7. What is the maximum volume effect?
8. What is the maximum change in skills?
9. Do SMEs play a large role?

10ls the sector national/EU/global?

111s the workforce old?

121s the workforce low educated?

Decrease

9

No

National/ EU
No

Yes

Option Is this option viable? Actors?

A. Recruiting workers from other Yes due to the low skill level. C
sectors

B. Recruiting workers from other Yes, but limited due to language gap C, E
Member States

C. Recruiting workers from Non- Yes, but limited due to language gap C, E
Member States

D. Recruiting unemployed with or Yes, but training could be necessary C,E, I,
without re-training

E. Recruiting young people from the | Yes, to meet the natural placement demand. C,
education system

F. Training and re-training employed | Yes, in the main emergent skills in particular C, E, U, S,
workers e-skills. |

G. Changing work organisation No -

H. Outsourcing and offshoring No -

I.  Changing vocational education No, not in the next years necessary -

J. Designing and offering new courses Yes, develop flexible training for low skilled| C, E, S, |

group of labourers.

K. Providing information about Yes, viable and important option to avoid | C, E, |
emerging skills mismatch

L. Improve the image of the sector No -

M. Stronger cooperation between Yes, in order develop new training forms andC, E, I, S,
stakeholders react quickly on new skill needs. U, G

Notes: 1. C (company), S (sector organisationscéathbers of commerce), E (education & training),

G (governments), | (intermediary organisation, bt private), U (trade unions).
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14.16 Scenario implications, future skills and knowledgaeeds and possible
solutions: summary and main conclusions

Implications of the scenarios in terms of expeasteldme changes in employment (jobs),
future skills and knowledge needs as well as waysddress and solve these needs
(strategic choices) have all been analysed sotfireaindividual job function level. This
section serves to summarise the main implicatiam$ solutions for each of the job
functions presented in chapters 12, 13 and l4erites as a bridge to the next chapter
where we shift from a micro perspective (job fuaot) to a meso (sector and policy)
perspective.
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Table 14.13 Summary of job volumes, skills changestrategic choices and main players in anticipatoraction by scenario

Shop around the Clock Shopping Malls Rule V-stores My Specialty Store
1. Employment volume change + 0/- 0 +
2. Skills changes counted 21 11 17 21
3. Emerging skills needs Entrepreneurship (undedstg Entrepreneurship, Management Entrepreneurship (International Entrepreneurship (understanding
suppliers & customers, skills (client relationship trade), Management skills (client  suppliers & customers, trend
international trade) management), Social skills, Hard relationship management), Social setting / spotting), Management
" Management skills (client skills (e-skills) skills, Hard skills (especially e- skills (client relationship
‘-'EJ relationship management), Sel skills) management, quality
n management, Social skills, Hard management), Social skills (social
© skills (especially e-skills) perceptiveness), Problem solving
g skills, Self management, Hard
= skills
= 4. Most important solutions Training and retraining Training and retraining; Training and retraining; Training and retraining;
= Recruiting young people, Recruiting young people; Recruiting young people, from Recruiting young people,
unemployed, from other sectors; Changing vocational education other sectors; Changing unemployed; Changing
Changing vocational education| Providing information; Improving vocational education; New vocational education; Providing
New courses; Providing image; Stronger cooperation | courses; Providing information;| information; Improving image;
information; Improving image; Improving image; Stronger Stronger cooperation
Stronger cooperation cooperation
5. Most important actors C,EGIS C,E &I C,EGIS C,EG IS
Shop around the Clock Shopping Malls Rule V-stores My Specialty Store
1. Employment volume change + 0 0/+ 0
2. Skills changes counted 20 11 16 22
3. Emerging skills needs Entrepreneurship (undedstg Entrepreneurship, Management Entrepreneurship (International Entrepreneurship (understanding
suppliers & customers, skills (client relationship trade), Management skills (client  suppliers & customers, trend
” International trade), Management management), Social skills, Hard relationship management), Socigal setting / spotting), Management
o skills (client relationship skills (e-skills), Problem solving skills, Hard skills, Problem skills (client relationship
2 management), Social skills, Hard skills (creativity) solving skills (creativity) management, quality
g skills (e-skills), Problem solving management), Problem solving
E skills (creativity) skills, Social skills (social
2 perceptiveness), Hard skills
-g 4. Most important solutions Training and retraining Training and retraining; Training and retraining; Training and retraining;
s Recruiting from other sectors, Recruiting young people; Recruiting young people; Recruiting young people; New
n young people; Changing Changing vocational education] Changing vocational education] courses; Providing information;
vocational education; New New courses; Providing Changing work organisation; Improving image; Stronger
courses; Providing information;| information; Improving image; New courses; Providing cooperation
Improving image; Stronger Stronger cooperation information; Improving image;
cooperation Stronger cooperation
5. Most important actors C,ESI,G C, E, &I, C,ES I, G C,ESIG
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N

Health professionals

. Employment volume changg

. Skills changes counted
. Emerging skills needs

. Most important solutions

Shop around the Clock
0
9
Hard skills (Legislative
knowledge, e-skills, technical
knowledge), Management skillg
(quality management), Social
skills

Training and retrainihgw
courses; Providing information;

Shopping Malls Rule
0

4
Hard skills (technical
knowledge), Management skillg
(quality management)

Training and retraining;
Providing information; Stronger

V-stores
0/-
8
Hard skills (Legislative
knowledge, e-skills, technical
knowledge), Management skillg

(quality management), Social

skills

Training and retraining;
Outsourcing and offshoring; Ney

My Specialty Store
0/+
7
Hard skills (legislative
knowledge, technical knowledge),
Management skills (quality
management), Entrepreneurship
(understanding suppliers &
customers), Social skills
Recruiting from other Member
States; Training and retraining;

Accounting & Finance

Stronger cooperation cooperation courses; Providing information;| Providing information; Stronger
Stronger cooperation cooperation
. Most important actors C,ES |G C,E %I, C,ES |G C,ES |G
Shop around the Clock Shopping Malls Rule V-stores My Specialty Store
1. Employment volume changge - 0 - 0
2. Skills changes counted 4 4 4 4
. Emerging skills needs Hard skills (legislative Hard skills (legislative Hard skills (legislative Hard skills (legislative
knowledge, e-skills) knowledge) knowledge, e-skills) knowledge)

. Most important solutions

. Most important actors

Outsourcing and offshoring; New

Problem solving skills
Self management
Training and retraining
Changing work organisation;

courses; Providing information;
Stronger cooperation

C,E S

Problem solving skills
Self management

Recruiting; Training and

retraining; Changing work
organisation; Outsourcing and

offshoring; New courses;
Providing information; Stronger

cooperation

C,E|LS,G

Problem solving skills
Self management
Training and retraining;
Changing work organisation;
Outsourcing and offshoring; Ney
courses; Providing information;
Stronger cooperation

CSE

Problem solving skills
Self management

Recruiting; Training and

retraining; Changing work
organisation; Outsourcing and

offshoring; New courses;
Providing information; Stronger

cooperation
C,E, S
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Sales & marketing

Supply chain management

Shop around the Clock Shopping Malls Rule V-stores My Specialty Store
1. Employment volume change + o/+ + o/+
2. Skills changes counted 14 10 13 11

. Emerging skills needs

. Most important solutions

Entrepreneurship (undedstg
suppliers & customers, marketin

skills, trend setting / spotting,
sales skills), Management skillg
(client relationship management
Social skills

Recruiting; Trainingdan
retraining; Changing work
organisation; Outsourcing and
offshoring; Changing vocationa
education; New courses;
Providing information; Improving
image; Stronger cooperation

Entrepreneurship (understandin

g suppliers & customers, marketin
skills, trend setting / spotting,

sales skills), Management skillg

, (client relationship managemen

Recruiting; Training and
retraining; Changing work
organisation; Outsourcing and
offshoring; Changing vocationa
education; New courses;
Providing information; Improving
image; Stronger cooperation

g Entrepreneurship (understandin

g suppliers & customers, marketin
skills, trend setting / spotting,

sales skills), Management skills

Social skills

Recruiting; Training and
retraining; Changing work
organisation; Outsourcing and
offshoring; Changing vocationa
education; New courses;
Providing information; Improving
image; Stronger cooperation

g Entrepreneurship (understanding
g suppliers & customers, marketing
skills, trend setting / spotting,

sales skills), Management skills

) (client relationship management), (client relationship management),

Social skills (social
perceptiveness)
Recruiting; Training and
retraining; Changing work
organisation; Outsourcing and
offshoring; Changing vocational
education; New courses;
Providing information; Improving
image; Stronger cooperation

5. Most important actors C,ESIG C E, %I, C,ESIG C,ESIG
Shop around the Clock Shopping Malls Rule V-stores My Specialty Store

1. Employment volume change + 0 - 0

2. Skills changes counted 9 8 8 6

. Emerging skills needs

. Most important solutions

. Most important actors

Hard skills (Supply chain
management), Social Skills
Recruiting; Trainingdan
retraining; Changing work
organisation; Outsourcing and
offshoring; Changing vocationa
education; New courses;
Providing information; Stronger
cooperation
C,E IS, G

Hard skills (Supply chain
management), Social skills
Recruiting; Training and
retraining; Outsourcing;
Changing vocational education
New courses; Providing
information; Stronger cooperatio

C, E, IG5,

Hard skills (Supply chain
management), Social skills
Outsourcing and offshoring;

Changing vocational education
New courses; Providing

information; Stronger cooperatio

n

C,ELS,G

Hard skills (Supply chain
management), Social skills
Recruiting; Training and
retraining; Changing work
organisation; Outsourcing;

n Changing vocational education;
New courses; Providing

information; Stronger cooperation

C,ELS,G
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Administrative support staff

Service workers

Shop around the Clock Shopping Malls Rule V-stores My Specialty Store

1. Employment volume change 0/- - +

2. Skills changes counted 11 8 10 10

3. Emerging skills needs Hard skills (e-skills)lfSe Hard skills, Self management, Hard skills (legislative Hard skills (legislative
management, Social skills, Social skills, Problem solving knowledge, e-skills), Self knowledge), Self management,

Problem solving skills (creativity) skills (creativity) management, Social skills, Social skills, Problem solving
Problem solving skills (creativity) skills (creativity)

4. Most important solutions Recruiting unemployed a Recruiting unemployed and Recruiting unemployed and Recruiting unemployed and
young people; Training and young people; Training and young people; Training and young people; Training and
retraining; Changing work retraining; Changing work retraining; Changing work retraining; Changing work

organisation; Outsourcing and organisation; Changing organisation; Outsourcing and organisation; Changing
offshoring; Changing vocational vocational education; New offshoring; Changing vocational vocational education; New
education; New courses;; courses; Providing information; education; New courses; courses; Providing information;
Providing information; Improving Improving image; Stronger  Providing information; Improving Improving image; Stronger
image; Stronger cooperation cooperation image; Stronger cooperation cooperation

5. Most important actors C,ES I G U C,E,&, U C,ES |G U C,ES |G U
Shop around the Clock Shopping Malls Rule V-stores My Specialty Store

1. Employment volume change 0 + - +

2. Skills changes counted 14 12 8 14

3. Emerging skills needs Entrepreneurship (undediétg  Entrepreneurship (understanding Entrepreneurship (understanding Entrepreneurship (understanding
suppliers & customers, sales suppliers & customers, sales  suppliers & customers), Social suppliers & customers, sales

skills), Social skills, self skills), Social skills, Problem skills, Hard skills skills), Social skills (social
management skills, Problem solving skills (Initiative), Hard perceptiveness), Problem solving
solving skills (Initiative), Hard skills (product knowledge) skills (Initiative), Hard skills
skills (product knowledge)

4. Most important solutions Recruiting; Trainingdan Recruiting; Training and Recruiting; Training and Recruiting; Training and

retraining; Changing work retraining; Changing vocational retraining; Changing work retraining; Changing vocational
organisation; Changing education; New courses; organisation; Outsourcing and education; New courses;
vocational education; New Providing information; offshoring; Changing vocational Providing information; Improving
courses; Providing information; Improving image; Stronger education; New courses; image; Stronger cooperation
Improving image; Stronger cooperation Providing information; Improving
cooperation image; Stronger cooperation
5. Most important actors C,E S I, G U C,E, &, U C,ES |G U C,ES |G U
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Craft workers

Motor vehicle drivers

Shop around the Clock Shopping Malls Rule V-stores My Specialty Store

1. Employment volume change 0/- 0/- - +

2. Skills changes counted 13 5 11 10

3. Emerging skills needs Hard skills (technical anobduct Hard skills (technical and product Hard skills (technical and product Hard skills (technical and product

knowledge), Problem solving knowledge), Problem solving knowledge), Problem solving knowledge), Problem solving
skills (Initiative, creativity), Self skills (Initiative, creativity), skills (initiative, creativity), Self  skills (initiative, creativity), Self
management, Management skills  Management skills (quality management, Management skills management, Management skills
(quality management) management) (quality management) (quality management)

4. Most important solutions Recruiting unemployed a Recruiting unemployed and Recruiting unemployed and Recruiting unemployed and
young people; Training and young people; Training and young people; Training and young people; Training and
retraining; Changing work retraining; Changing work retraining; Changing work retraining; Changing work

organisation; Changing organisation; Changing work organisation; Changing work organisation; Changing work
vocational education; New organisation; Changing organisation; Changing organisation; Changing
courses; Providing information; vocational education; New vocational education; New vocational education; New
Stronger cooperation courses; Providing information; courses; Providing information; courses; Providing information;
Stronger cooperation Stronger cooperation Stronger cooperation

5. Most important actors C,EILS UG C EBJlU G C,ELS UG C,EILS UG
Shop around the Clock Shopping Malls Rule V-stores My Specialty Store

1. Employment volume change o/+ 0 0/+ 0

2. Skills changes counted 7 6 7 6

3. Emerging skills needs Hard skills (e-skills heical Hard skills (technical Hard skills (e-skills, technical Hard skills (technical

knowledge) Self management  knowledge), Self management  knowledge) Self management  knowledge), Self management
(stress & time management, (stress & time management, (stress & time management, (stress & time management,
flexibility), Social skills flexibility) flexibility), Social skills flexibility)

4. Most important solutions Recruiting; Trainingdan Recruiting; Training and Recruiting; Training and Recruiting; Training and
retraining; Changing work retraining; Changing work retraining; Changing work retraining; Changing work

. Most important actors

organisation; Outsourcing and  organisation; Outsourcing and  organisation; Outsourcing and  organisation; Outsourcing and
offshoring; Changing vocational offshoring; Changing vocational offshoring; Changing vocational offshoring; Changing vocational

education; New courses; education; New courses; education; New courses; education; New courses;
Providing information; Improving Providing information; Improving Providing information; Improving Providing information; Improving
image; Stronger cooperation image; Stronger cooperation image; Stronger cooperation image; Stronger cooperation
C,E LS UG C,BIUG C,E IS UG C,E IS UG
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Shop around the Clock Shopping Malls Rule V-stores My Specialty Store
1. Employment volume change 0 - - 0
2. Skills changes counted 7 6 7 7
& 3. Emerging skills needs Hard skills (technical Hard skills (technical Hard skills (technical Hard skills (technical
% knowledge), Self management  knowledge), Self management  knowledge), Self management  knowledge), Self management
o (stress & time management, (stress & time management, (stress & time management, (stress & time management,
g flexibility), Social skills flexibility), Social skills flexibility), Social skills flexibility), Social skills
Q 4. Most important solutions Recruiting young; Tragand Recruiting young; Training and  Recruiting young; Training and  Recruiting young; Training and
% retraining; Changing work retraining; Changing work retraining; Changing work retraining; Changing work
g organisation; New courses; organisation; New courses; organisation; New courses; organisation; New courses;
Providing information; Stronger  Providing information; Stronger Providing information; Stronger  Providing information; Stronger
cooperation cooperation cooperation cooperation
5. Most important actors C,EILUS G C, BHJS G C,ELUSG CELUSG
Shop around the Clock Shopping Malls Rule V-stores My Specialty Store
1. Employment volume change - 0 - 0
2. Skills changes counted 9 6 9 6
g 3. Emerging skills needs Self management (stressé& Self management (stress & time Self management (stress & time Self management (stress & time
=< management, flexibility), Social management, flexibility), management, flexibility), Social management, flexibility),
g skills, Hard skills, Management Management skills skills, Hard skills, Management Management skills
9 skills skills
b 4. Most important solutions Recruiting; Trainingdan Recruiting; Training and Recruiting; Training and Recruiting; Training and
? retraining; New courses; retraining; New courses; retraining; New courses; retraining; New courses
- Providing information; Stronger  Providing information; Stronger Providing information; Stronger Providing information; Stronger
cooperation cooperation cooperation cooperation
5. Most important actors C,EI,S UG C EBJlU G C,EIS UG C,E IS UG
C Companies; S=Sectoral organisations, U=tradendniB=Education and training institutes; G=Govemn{eU, Member State, regional, local); | = Intedizey organisations =
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15 Conclusions and recommendations for education anddining

15.1 Introduction

This chapter presents the main conclusions andmemmdations for education and training;
chapter 16 presents the main other conclusionsrecmmmendations. Whereas the earlier
chapters very much take a micro perspective bydioaguon job functions in terms of
expected volume changes, skills and knowledge naedsvays to address and solve these
needs (strategic choices), chapter 15 takessoor sectorperspective. It addresses a number
of issues, part of which coming already to the forearlier chapters, and part being ‘new’
issues although much related to those alreadydaigee conclusions and recommendations
are mostly based on the results of the precediagtebhs; they were discussed during the final
workshop with social partners, the industry anceoxperts.

The recommendations contained in this chapter shoot be seen as fully exhaustive. They
rather form the basis for further discussion amth@fation at various decision-making levels,
ranging from the European Union and the MembereStatthe regional and local level.

Industry itself — firms — have an important roleptay, as do education and training institutes,
social partners and the government (EU, natiomgjional and local). In most cases action
should be taken jointly, by involving various agosometimes even at different levels.
Collaboration and co-operation as buzzwords inysdaconomy are easily coined. Making
collaboration work in practice is, however, a chatfle which requires mutual understanding,
compromise and perseverance.

15.2 Conclusions and recommendations for education anddining

There are six main challenges that will affect theure of education and training in the
distribution and trade sector. The stronger futttenomic growth — viz. the scenarios V-
stores and Shop Around the Clock - , the strortgesed challenges will become.

1) Ongoing technological change will lead to profowithnges in business strategies
and occupational functions in quality and quantityich are not stabilised yet (Part I,
ILO 2006: 27, IFF 2008: 65 ongoing);

2) Tough national and European competition will leadaw profit margins and little
resources for training of employed staff, whichlwsttongly affect SMEs in the retail
sector. In view of the importance of training,dtnecessary to prepare the education
and training system for this trend,;

3) Globalisation supported by technological developimewill lead to worldwide
sourcing of products and an internationalisatiotw$iness models, which will have
an impact on higher skilled experts at the largégrnational operating companies as
well as the need for a joint recognition of quakfiions;

4) Changes in consumer behaviour and mass custommsaiidead to new niches in the
sector and the emergence of new business modelfiande, stronger specialisation
and differentiation of skills;

5) A strong gender-segmented workforce, with a predamtly young and female
workforce, particularly in part-time service occtipas, earning substantially less
than the predominantly medium aged male dominatttfarce in technical than the
predominantly medium aged male dominated workfardechnical occupations.
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6) A domination of SMEs in the sector, which will halmited possibilities to address
the emerging skills need on their own. It will alaffect continuing vocational
training and asks for new innovative solutions.

During the past 15 years technological changedthso a profound change of some branches
in the retailing market. E-commerce has expandaetifiarent fields and physical shopping is
reduced in several product categories. The recargldpments in e-commerce could lead to
a disintermediation of the value chain and in sarases, such as shoes, clothing, book
publishing or music, sales and distribution is @agingly done directly by the producer via
online shops or new forms of intermediaries. The eser buys digital products and orders
products directly from the producer without anyarebr wholesale intermediary. Another
technological development is the RFID chip (se¢ Bawhich enables the digital reading of
products at several stages of retail processeseahdnces the efficiency of the retail
distribution supply chain. The increased automabbrogistic data gathering will be fully
implemented. This will lead to a reduction of mediuqualified jobs mainly in
administration, freight handling and less counsgllintense branches. Moreover, this might
give rise to an even stronger “de-qualification”jobs than today, because digital devices
take over control and tell the service worker wioado. On the other side, this can also be the
chance for qualification and up-skilling of the r@mng service workers and logistics
workers and their assignment to other higher gedlijobs. This development is expected to
occur in the V-stores scenario and also in the $Xropnd the Clock scenario.

In the Shop Around the Clock and V-stores scenattiestough global competition will
support the reduction of labour costs and the dhuction of more technology, which means
for SME retail to have to find its niche to survivehis can lead to more specific retail
branches which try to keep their market throughhhggality services and special offers in
niche markets. The result will be a need for higingalified staff, not only in the service area
but also for some back office tasks and marketeygadments to better address the customer
needs.

In addressing these challenges, a number of actiomsid be taken, some of which apply to
primary pre-vocational education, initial vocatibtraining and higher education.

1) Adapt and modernise vocational education and tiaing (VET) and general education
systems, but do this nationally rather than at theeEU level

Both vocational education and training (VET) systeamd the general education systems
(primary, secondary and tertiary education) diffensiderably between Member States, in
terms of general set-up, organisation and impleatemt (see Box 6). While a discussion
about which are the most adequate models and/opbadices is useful, the current variety
in VET and general education systems in Europe makeery difficult to come up with
specific conclusions or recommendations about dtiucaneeds and requirements for the
distribution and trade sector from an EU-wide pecsipe. Most conclusions and
recommendations should be based on the partigakaof the existing education systems in
the Member States, or even regions. This obvioissheyond the scope of this study. Some
general observations can, however, be made. As)\ergetrend most Member States at all
levels of education tend to focus more than inphst on ‘teaching’ soft skills, by integrating
soft-skills related lessons in existing curricune also observes a counter development in
that in some Member States there is again a catidoventional knowledge and the teaching
of ‘harder’ skills, as the attention for soft skilivould go at their expense. This holds both for
secondary education (relating to essential knowdedfy foreign languages, mathematics,
physics and chemistry) as well as university edangtoo broad curricula).
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The expected technological change in the Shop Atdbhe Clock and My Specialty Store
scenarios will lead to profound changes in bothiness strategies and the employment
situation. However, the precise extent of the inhmdichese changes is hard to predict. The
education and training system has to cope and adapts uncertainty rather by a transition
to flexible training (e.g. modularisation) than bjfering new content. However, training
institutions are unable to face this challenge logirtown. To keep up pace with sector
developments they need to provide the latest tdobgdfor the technical occupations in the
sector), the latest knowledge about emerging basipessibilities and training for the skills
of tomorrow. This challenge can not be met by orteraalone. The half-life period of skills
and knowledge is also getting shorter due to chamgecustomer demands and resulting
changes in business models. This leads to sevagdications for education and training
systems on the level of both, the nature and thésobs of the trainings provided.

Box 6. Vocational education and training— rich varety between Member States

A number of different systems in Vocational Edumatand Training (VET) as well as Initial and
Continuing Vocational Education and Training (IVEEhd CVET) can be observed throughout the
European Union. Various characteristics of thestesys have to be taken into consideration when
discussing possible specific implications for ediszaand training. Existing VET-systems can |be
grouped into three main categories (‘ideal typg®))liberal, (ii) state-controlled and (iii) corpatist
VET-systems, each having a different underlyingoratle and distinguishing characteristics. Key in
this distinction are those who decide about thectire and content of VET: business itself, théesta
or the state together with social partners (sedeThblow). The three VET-systems of Germany,
France and the United Kingdom are of special ingpar¢ as they can be taken as representativie for
each of the three ‘ideal type’ categorisations.yTéuee evidence of the rich variations in existing™v
systems and their implementation in Europe. Therprise-based training system of Germany (the
‘Dual Systen’) is implemented by the social parsnand the state. Next to this prevailing system
other forms of VET exist. In France, a school-basathing system is established and implemented
by the state. Even though the full-time school-dasaining system competes to some extent with an
upcoming apprenticeship training system, it i3 gt dominant form of vocational training in Franc
The system implemented in the UK, the national tiooal qualification, is regulated and driven py
market forces in several important segments. Alghooational vocational qualifications (NVQ) and
general national vocational qualifications (GNV@¢ aegulated at national level, the implementation
of training is not yet regulated at national leveammercial certification systems are still compegti
with national ones. Work-based, as well as fullgischool-based training can be found. Special
training schemes for unemployed, such as schoaebashemes for unemployed youths or work
social enterprises for long-term unemployed, assgmt in several European Member States. Besides
these ‘ideal types’ several mixed forms in Européste In Spain, for example, one finds mare
informal forms of VET and in Central and East Ewap countries the trend can be detected, |that
VET moves from a state centred model to a stroegegporatist model, while also business driven
approaches exist in some sectors.

Especially in retail the most numerous occupatiohaictions (service workers and
administrative support staff) have medium qualifma levels and the trend to medium
gualifications is growing. The majority of occupmtal functions are either trained at schools,
in apprenticeships or on the job. Therefore, tligainvocational training system is important
for most of the job functions e.g. for technicatopations, service workers, administrative
support staff, and supply chain managers. Befotkntng several possibilities for improving
Initial Vocational Training (IVET), different systes will be described.
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Table to Box 6. Three ‘ideal-type’ VET-models (elabrated from Clematide, 2005)

A. Liberal B. State-controlled C. Corporatist
Decision maker Business (and individuals) State State and spaidher
organisations
Rationale Liberalistic competitive Centralistic state-centred Corporative — social
consensus
Programmes Business and individual Education and citizen Oetiop
Content Needs of business and Politically determined, Determined by social
individual, utility oriented,  general knowledge, partners, occupation
short term and specific course-oriented, academic centred, traditions
Labour markets Internal (business) labour ~ Occupational and internal Occupational labour
VET relates to markets labour markets markets
Strengths Flexible, cheap for the state, Strong linkage to the Broad vocational
close to the needs of education system, no lack educations with status
production of training places equal to general education
Weaknesses Under-investment in training Weak linkage to the labourInertia in the institutions
and education market
Representatives United Kingdom, Ireland France Germany, Austria,
Denmark
Trends Stronger state involvement “Dual system” emerging Internal labour markets

in certification and quality = and stronger orientation onMarketing of VET
business needs

The different VET systems in Europe all have tlo@n merits. It would make no sense to try
to standardise VET throughout Europe. Especialiheénew Member States, more focus and
assistance is required to further fine-tune thestedg VET systems to new and emerging
needs (see further below).

Social mobility in many European countries is Ioihe VET system plays a key role for
people to move up the social ladder. It is esplgciadportant to exploit the potential of ‘late
developers’ that in the first instance did not regartiary education. VET systems should be
enhanced to facilitate the option for people totiewously up-skill — also in light of life-long
learning (LLL).

The remainder of this section includes a discussfdhe most important measures to adapt
and modernise existing systems at the Member &tate

2) Collaborate with all relevant stakeholders andntensify co-operation in education

and training

A key finding is that challenges for education a@raining in the sector can not be solved by

education and training institutions alone. A valgatet of stakeholders are required to work
together in order to provide joint answers and tswhs to the range of challenges identified.

Close collaboration between all relevant stakehsl|dmcluding companies, education and

training institutes, social partners, researchtuists and public authorities, is needed to adapt
to new realities and collaboration is an effectimstrument to stimulate that changes are
taken up and implemented.

Close collaboration between all relevant stakehsldeompanies, education and training
organisations, social partners, research instigtend public authorities will help to reduce
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information deficits on current and emergent skiéeds. The traditional training system has
to adapt to the new situation and collaboratiomnseffective instrument to stimulate the
implementation of changes in VET. Information géetween present and future education
and training needs and their supply are still evid€onsequently, a mismatch between
actual VET supply and demand in quality as well-de a lower extent - in quantity is
observed for some occupational functions. Commieitcaning providers are often not
meeting real training needs and do not respontddémtin a sufficient way. In Germany and
the United Kingdom this mismatch was recognisedh®y sector stakeholders and several
reforms have been undertaken. Information systemdhe sectoral- as well as on the
regional, national and European level, assist imimmsing information asymmetries in order
to overcome skill gaps resulting from informatioefidits. Supporting students entering the
labour market in finding a suitable occupationssimportant as assisting employees to find
new job opportunities based on their existing skik guiding them to find the fitting
vocational training course.

A strong linkage between industry and educationteaiding is recommended in state-driven
full-time school-based VET-Systems (Koch and Reylin998). In all countries and, in
particular, in the new Member States, co-operat®ressential to improve the practical
orientation in VET (Skjglstrup and Mayen, 2007)eTBector skills council€® in the United
Kingdom (in particular Skillsmart Retail) and theréQueNz’ research netwdPkare best
practice examples on how to organise VET diffeserithe ‘Sector skill councils’ in the UK
are funded by the Department for Innovation, Ursitexs and Skills and are part of the
government’s skills strategy for the*2dentury. The councils ensure that individuals gha@
skills they need so that persons with fitting skifire available. Sector skills strategies are
defined for each sector based on the analysisesfept and future skills needs, and further
translated into sector skills agreements. FreQusNizresearch network located in Germany
and funded by public means. The network comprisgsnsfic institutes, education and
training organisations, social partner organisatiotompanies and public authorities and
contributes to early identification of qualificationeeds. This network has conducted a
number of evaluative research projects on humanl@idresources, staff qualifications,
tests, career guidance for adults, computeriseceecarguidance programmes, and
beneficiaries of guidance services.

Large retailers operating within the European Uriane their own training programmes to
support their high potential, high educated staffadapt to business developments and
technological change. They co-operate with unitiessi training academies, career
development programmes, etc. An example of thisalbotation is the Retail Academy,
which is a retail training organisation set up bgthbretail business and education and
training organisations. Retail Academy started@02and grew out of the Retail Enterprise
Network, supported by the European Social Fund.oAls most university degrees in
management specialisation in retail and wholesapmssible. In some countries, e.g. Austria,
new occupations such as e-commerce consultant istdbdtion manager in e-commerce
have been developed and officially approved anthéurtraining offers for high skilled staff
at universities in emergent skills besides e-consmesuch as supply chain management, is
frequently available. The training needs necessargdapt to the latest technology could
become a bottleneck for the sector in the futuik @astronger expansion of training towards
the use of technology (e.g. RFID) in wholesale eatdil could become necessary. Another

% www.sscalliance.org
% www.frequenz.net
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point which has to be improved is the stronger &ition of placements for bachelor
students at SME retailers to give them the possilid gain important (sub-) sector specific
practice skills. A further challenge could be seera stronger accentuation of diversity
sensitive recruiting strategies for human resounamagers to break up the gender biased
workforce in the sector and to better adapt to dgaqghic changes. Some companies of the
sector are already addressing this demand (EMCCR0M).

3) Preparing for re-training, up-skilling and multi -skilling

According to the analyses of this study severaupatonal functions will face major volume
changes (service workers, administrative suppaft,sind logistics workers) and changes in
the quality of their skill composition in the Shépound the Clock and V-stores scenarios
and also in the My Speciality Store scenario. Tetbgy will replace large proportions of
labour in these occupational functions: an ILO @0@7) study estimates a reduction
between 5 and 40% in distribution. For the remanworkforce skill changes will be
necessary. This development will mainly and diseatfect the major retail companies, but it
will also have an effect on SMEs in the retail eectWhile at major retailers more e-skills
will be necessary, creativity and customer cardlsskire also of growing importance.
Planning will be taken over by technology and ssrwvorkers and logistics workers either
have to control deliveries (if up-skilled) or camyt tasks the technology has ordered. The
expected job losses make re-training and up-sgilfor the lower end of workers in retail
necessary to keep up their employability.

The same holds true for sales personnel in SMEssd lenterprises will only survive if they
can perfectly address customer demands and thisonly be possible if the quality of
services provided by the business is high. Customeationship management,
communication, convincing skills, creativity andahpical skills to address customer’s
wishes will become more important (see also Sclenakt al. 2000b), because price
competition with the large players in their brarchell be out of question. Re-training for
more promising occupational functions will be ease larger retailers, which are able to
offer internal career paths. However, compared tivero sectors (such as the
telecommunication, energy or postal sector) thgstdor training of the lower occupations
by the employers in general is low. Results fronEaglish skills study in retail can be seen
as representative for the whole sector (skillsmetdil 2007a: 17). The challenge ahead is to
support SMEs and employees in their efforts to kifp-and even retrain their workforce at a
much higher intensity than in the past (ILO 2008B). This can be supported by tools for
self directed learning (see 8.2.5), but also byrger financial incentives by national
authorities. Additionally, the awareness of SMEswadl as of personnel in endangered
occupations for continuing vocational training shlowbe raised to strengthen self
responsibility of these groups.

To enhance training of SMEs in the retail secterithage of training has to be improved for
SMEs as well as for micro enterprises of the seatat their awareness of the value of
continuous vocational training for business devedept has to be strengthened. Still, training
is only given piecemeal, that is to say, on-the-gwld mainly for the purpose of adapting
workers to new equipment or new products (skillgmetail 2007a; to some extent EMCC
2007b). Regionally based campaigns can help te rdis participation of employees in
continuing vocational training. It is conceivabte dupport the training efforts of the groups
most affected by change by financial incentivesdifidnally, campaigns should focus on
raising the awareness of individual employees thay are also responsible for their own
employability and will benefit from joining contiimg vocational training initiatives.
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Multi-skilling will also become more important fdrigher occupations in the retail sector.
Owing to technological change not only excellentdhskills but also knowledge about the
development of the value chain and interculturad éanguage skills will be emerging in
nearly almost all higher occupations. For sales amatketing professionals additional
excellent additional knowledge about the consumér@mmunication skills will be needed
in order to survive in the strongly competitive ketrin the growth scenario and to address
the specific customer demand in the My Specialityé&scenario.

4) Enhance flexibility and modularisation

Several implications arise due to the strengthsveeaknesses of the different VET systems
in place, the sector specific challenges on thehamal and the employer needs on the other.
Firstly, an enhanced flexibility in education amdining of technical occupations is needed.
Flexibility in our sense refers to the capabilifytioe VET System to adapt effectively to new
training needs in terms of quality and quantity.flaxible VET-System is required in
particular in circumstances in which profound chemgake place and job functions and
occupational profiles alter quickly. In order tchaave more flexibility and to respond in-time
to altering training contents and enhanced quaatityodularisation of education and training
is recommended. Even if problems occur in the merigdtion of training in some IVET-
Systems, modular systems facilitate the buildingotipompetences and ease the interaction
between IVET and CVET Systems. Flexibility is alsequired for different forms of
education and training. In principle, blended l&agrcombines face-to-face and group-based
learning with up-to-date offline media and onlindearning forms, as for example digital
learning modules on websites, video conferenced, [garning applications, newsgroups and
blogs for interactive online learning. Thereby, tsosf further training are reduced and
flexibility to combine work with training is enhaed. Other positive effects on skills are the
following: as large parts of this training are sdilffected and informal the learner builds up
several competences, like self reflection, selfivabion, strength of purpose and an effective
information processing.

Enhanced flexibility and a modularisation of IVES a big challenge for the state controlled
and the corporatist systems. Liberal systems witl their ways easier. However, the liberal
market driven systems with their strong focus achiécal on-the-job skills lag behind in

general education, which in turn becomes an olestacthe up-skilling of the individual and

a higher permeability of the education system. @=si general and generic skills are not
obsolete but become more important as a basishirability to react on new training

demands emerging from new technologies and changmogluction processes. More

important and sometimes presenting a deadlockeisdhsequence for Life Long Learning of
the individual following from different VET system$he corporatist and school based VET
System guarantees a more universal initial vocatitmaining and in the case of combined
apprenticeships also a practical training on the (dual system). However, continuing

training is disregarded. The qualification levelcenacquired leads to reposing on the
achieved and Life Long Learning is not given a kagus. VET structures are not capable of
adapting quickly to the new skill needs. Thus, kdsco-operation between VET suppliers

and companies is required to better match skilleded by the industry and the supply
throughout the working life cycle.

In the Shop Around the Clock, V-stores and My Saldgi Store scenarios a broader set of

skills in all occupational functions and the alilto choose between the right ones by the
individual worker is expected. In the last yeargesal reforms have taken place or have at
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least been planned to adapt IVET to the technolmgy customer driven changes in the
economy (e.g. the UK diploma initiative, or in Gemmy the reorganisation of the retail sales
apprenticeships in 2004). For example, in Germaeywo different apprenticeship trainings
of retail sales personnel and retail merchant whesnged. Due to technological development
accountancy documentation is less important thaerisig, governing and controlling of
business processes (bookkeeping knowledge is rddircefavour to cost and activity
accounting), customer information and communicati@ne strengthened. Most important is
the stronger modularisation of apprenticeship, fdeo to adapt to the specialisation in
different branches, and the greater permeabilityéen retail sales (two year apprenticeship)
and retail merchant apprenticeships (three yeareafgipeship) (Paulini-Schlottau 2004). In
the My Speciality Store new specialisations of apficeship models could become
necessary, due to new customer demands. A Gernilamrstk competence forecast project
(Abicht et al. 2003b: 73 ongoing) identified theeddo extend the existing retail occupation
profiles (e.g. retail sales bakery, meat etc.) &ovremerging branches such as lifestyle
products and ecological products.

The ongoing technological change in the automotsertor, for example, lead to
apprenticeship reforms in several European stateh @is Germary, Austrig® and
Switzerland®. The main purpose was to integrate the importaricglectronic devices into
the apprenticeships which lead to new profiles arstronger emphasis on knowledge about
electronics. Moreover, the stronger specialisatibthe different motor vehicles (cars, motor
bikes, commercial cars) has also been taken intouent in Germany. In Switzerland a new
entry level in car repair was introduced in 200Ae Bo called ‘automotive assistant’ can be
seen as a possibility to open apprenticeships dong people to enter an occupation from
which they have previously been excluded due tsimgsbasic qualification for entering the
standard apprenticeship. Moreover, joint trainirejworks can help in keeping up a high
standard of qualification or in improving the stardl of qualification in technical
occupations of the sector and in addressing thHewliies particularly of SMEs. In the long
run, it is conceivable that in the motor vehiclpae sector software analysts will find a new
job opportunity.

5) Development of e-learning and blended learnindgsuropean wide recognition of skills

A stronger use of e-learning also in apprenticeshguld help to unburden SMEs. Moreover,
E-learning is a quite useful tool to support theining supervisors of apprentices in
companies and to provide latest information abauetbpments in the sector. During the
German reform of apprenticeships in the sector-Baming cd-rom was developed for the
apprenticeships to foster self directed learffhhe cd-rom comprises, amongst other
things, tutorials, different learning situationsdadocuments and is explicitly used as
preparation for the final year of the apprenticpshii a sales merchant. Another example for
self directed learning is the cd-rom which was digyed in the framework of a Leonardo da
Vinci project between several Member States andomagtailers’ The training cd-rom
imparts knowledge about sales and merchant furstiometail and also comprises tests for
the learner. Before, the main objective of thisraoh was to support apprentices in learning,

37 http://www.bibb.de/de/5503.htm from December 2008

38 http://auw.form.at/_doks/1101/2655.pdf from Decemb008

http://www.bbaktuell.ch/pdf/bba3356.pdf, http://wwehrstellenforum.ch/StiftiForum/berufe/autoberpti.
from December 2008

“0 http://www.bibb.de/redaktion/lernarrangements/intiindex48db.html?id=58#site_content demo-online
version December 2008

L http://www.bequawe.de/index.html from December@00
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to help job starters or to support schools. Indbetinuation of this project the focus shifted
towards an acknowledged certification in each ef Huropean Member States, the so called
European Commerce Competence. The European Comi@eropetence aims developing
and spreading of innovative qualification modules fetail, bridging various European
education and training systems, designing practitaining schemes and enhancing
integration of stakeholders from new Member Stated candidate countries. The training
modules exist in German and English and will benglated into Polish, Turkish and
Romanian. Another Leonardo da Vinci project triesdach the same objective, but its focus
is continuing vocational training in the retail s&c'

Essential to EU-wide recognition of qualificatioswssd competences is the joint identification
of occupation standards for retail at EU level, ntvere are huge differences between
Member States. The internationalisation and gleh#&bn of retail trade supports a stronger
European wide recognition of skills and competendédss could support the mobility of
labour through the European wide transparency acagnition of skills.

6) Joint Training Networks to foster apprenticeshigs in the sector

Especially the joint training networks between camps, which have been created for job
entrants (and also for mature workers) due to teldgical change and the development of
different business niches, will become more impdria the future. Again, the example of
the automotive sector may be useful. Only few camgsawill provide all services and have
the ability to use the latest motor vehicle reaid diagnostic equipment. Hence, only few
companies will provide all necessary technical popgnt and resources for the best training
for job entrants. This is a particular disadvantafjmrge numbers of SMEs, especially in the
retail sector. Regional based joint training nekgdoetween companies are one possibility to
provide the comprehensive training job entrantsdnddne main purpose of joint training
systems is that apprentices pass through all negestages of an apprenticeship, although
the main training company can only provide somthe$e stages. This does not only apply to
the motor vehicle repair sector but could also h@ossibility for SMEs in retail. Another
useful instrument could be a system of mentorsiwitbmpanies, but also across companies.
More senior and experienced employees could bedbmenentor of job entrants in the
company or from other companies and support amd ttheam in very specific skills.

7) Special training offers for SMEs (managers andtaff)

As data shows (Manshanden et al. 2009), a remarkatge number of SME managers is
low skilled while the vast majority is medium skill. According to an English survey their
participation in training is low due to a lack effermation about training possibilities and,
perhaps more importangsources (skillsmart retail (2007a): 18). Socatper organisations
and sector associations together with larger extabmpanies and with training institutes
should jointly develop relevant training and setinipatives to bring the utility of continuing
vocational training to SME mangers. Existing modsi®uld be made public and good
practice examples should be disseminated.

While training providers already support trainirgucses for managing occupations a certain
focus on SMEs in retail is missing at least in sacoantries (skillsmart retail 2007a). In
countries where specific training institutes of éogpr and employee bodies (chambers)
exist, such as Germany, training costs nonethg@essde an obstacle for large numbers of
SMEs and in particularly for micro businesses. Wtlithe need for continuing vocational

*2 http://www.eurema.sefindex.html
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training is widely accepted, the utilisation isllsow. In some countries regionally based
joint training courses and in some countries eventos specific facilities should be
developed particularly for training of SME managensd their staff. The chambers of
commerce as well as trade unions and their traimsegtutions should play a vital role in
developing such training networks. This could helpninimise costs of training as well as to
find suitable training providers. In the ideal cdlere is a skill need assessment within the
companies at the beginning. Companies of the séwtorjointly decide about training needs
and send their staff to commonly organised traisiaffered by external training providers.
This could help to reduce training costs. In somantries (e.g. Austria) these training
networks are supported by the public employmenticerbecause when they are specially
targeted at certain groups, e.g. the ageing workfovhich applies particularly for service
workers and clerks in France right now and for athier countries in the future. While
innovative training solutions have been developedhe framework of Leonardo da Vinci
and other European programmes, their recogniti@haalaptation by SMEs still seems to be
very low and a stronger mainstreaming and dissdrmimaf the results of these projects
seems to be necessary. Training institutes asasedector representative should also stronger
address training needs of migrant businesses gpbdwthem specifically.

In the Shop Around the Clock and V-stores scenantenationalisation will become more
important, also for SMEs. Skills in internationedde management are essential for managers
of SMEs that aim to expand their business inteomally. Special training programmes are
needed to support the development of internatitiadle skills. An example of a vocational
training initiative in international trade managerdor SMEs is ITM Worldwide. ITM
Worldwide is the result of three projects withindoardo da Vinci in the period 1999 — 2008.
ITM Worldwide has been developed by trade orgameatin Sweden, Norway, Iceland,
Greece, Hungary, Lithuania and Slovenia and coi#les with trade organisations
worldwide.

8) Addressing the demand of businesses run by migrts

In most of the major European cities (though ndy dimere) migrant businesses in retail and
gastronomy have expanded in the last years. Theynat only serving the demand of

growing ethnic communities in these cities, butréasingly take the opportunity to run a

family business and thus find a niche for bettéegnation and gain a higher social status.
They are also taking over businesses where themn® ifamily) successor and the native
population do not want to take over. These busegease growing and contribute positively

to the labour market and economic situation inrtleuntries. In some cities and countries
migrant participation in apprenticeship models amtlal vocational education and trainings

is said to be low and the knowledge of some ofbliginess owners about the possibilities is
also neglect able. The education and training syst@ould react on this challenge by
designing and offering respective training courdgagblic authorities should take stronger
account of these businesses and convince thenkeqotat in education and training models
to strengthen the quality of their own businessekta give the employees the possibility to
enhance their employability. In Hamburg a foundatisas launched to support migrant

businesses in training migrant apprentices to eréhdheir job opportunities. There is no

special focus on retail within this project but doechanges in the economic structure of the
city the best job opportunities are in retail ardvice occupation®

*3 http://www.asm-hh.de/jobstarter.htm
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9) Foster sector specific skills at an early stage

Ongoing technological change and fierce competiitiotne sector make it necessary to early
combine theoretical, academic and vocational kndgédeat all educational levels and in all

forms. The transferability and connectivity of t#ferent education and training systems
should be enabled.

A good example for the adoption of the educaticsteay to better meet business needs is the
United Kingdom. To improve the matching of skillught at schools and skills needed by
the industry the British department for childreshsols and families has created a new
education pathway for children from 14 to 19 yeafrge?* The so called "Diploma” was
jointly founded by education officials and the istlhy and tries to bridge the gap between
general academic and vocational education. Fordtal sector the relevant skill councils
participate in the programme; “skillsmart refail The sector skills council contributed to the
design of the sector specific vocational educagiart of this education pathway, which will
complement the existing pathways in the Britishcadion and vocational training system
and lead to accepted school leaving certificatdge @iplomas combine principal learning
(knowledge about the chosen sector endorsed byogersl and universities), learning of
generic functional (English, Maths and Computerllskiand social skills, as well as
additional and specialised learning: selected @sufsom the classical pathways of the
General Certificate of Secondary Education (likedmting, Art, Biology, Business Studies,
Chemistry, Economics, Geography, Natural Econond/Rimysics) or A-level examinations.
The diplomas are rounded off with mandatory plaggmef at least ten days in a company of
the respective sector.

Another example of further co-operation with rethilsiness is the programme by the
METRO Group in which the local branches of thisnficollaborate with over 100 schools in
Germany. The aim of this programme is to introdtieeretail sector to pupils and students
and to better match skills taught at schools archéeds by the retail business.

The co-operation with retail businesses can gueeatttat employment related skills are

continuously kept up to date and that latest dgraknmts are integrated in the curricula and
practice case studies. The education path alss giwpils a general and broad view about the
modern supply chain in the retail sector. This Wwélespecially helpful in order to address the
challenges in the Shop Around the Clock and V-steenarios.

“http://www.dcsf.gov.uk/14-19/index.cfm?go=site.hdsiEl=47 from October 2008 and
http://yp.direct.gov.uk/diplomas/ from October 800
*5 http://www.skillsmartretail.com/categories.php?psgd=73from November 2008
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16 Recommendations

16.1 Introduction

This report concludes with a number of ‘other’ .(igming beyond education and training)
conclusions and recommendations based on the gesudt insights gained during the course
of this study. The include the results of an intemstwo day workshop with various
stakeholders and the European Commission duringhwthie draft final results, including
preliminary recommendations, were discussed. Tinelusions and recommendations apply
to the sector at large (including individual firmsector organisations, chambers of
commerce, social partners), intermediary orgamisati education and training institutes, as
well as policy-makers (EU, Member States, regions).

The recommendations point into viable and useftdations rather than they present ready-
made proposals for change. Reflection and debatefiading creative answers to plausible
futures in skills and jobs is, in the absence ofyastal ball, the way forward. The bandwidth
between the expected developments in the mostregtseenarios is indicative for the degree
of uncertainty by which the future should be appheal. Solutions to future skills needs
should therefore be flexible, smart and encompgssimough to address the differences
between the various scenario outcomes, not knowtrag real future will eventually emerge.

16.2 Main other recommendations

1) Improve collaboration between all stakeholders

A principal recommendation to meet emerging skillseds is to intensify co-operation
between all relevant stakeholders in the sectoe. dffallenge to overcome sectoral skill gaps
and shortages will only be met sufficiently if irgdty, training providers, social partners,
research and public authorities act in concerts Will be of utmost importance regarding the
foreseen quantitative employment developmentsars#ctor. This was already demonstrated
in section seven. Collaboration is not only reqiite meet skills needs, but — perhaps even
more important - also to support the developmerdgeaftoral learning strategies addressing
the future demands caused by technology.

2) Improve the image of the sector — among the yognthe high-educated and especially
women

The image of certain retail occupational functioss general low (skillsmart retail 2007a:
24) and labour turnover is high in the sector (IR@7: 23). If staff is subsequently leaving
the company this will have a double negative effécst, to amortise training costs and,
second, to hire new skilled staff. Improving theage of the sector is necessary to attract
more and better educated people to the sectormioeritant element could be the perceived
lack of career possibilities. Especially among kigeducated employees this is an important
prerequisite to favour working in the sector. Meféort should be made to show that the
sector indeed is interesting to work for and thaereé are career possibilities.
Internationalisation of smaller retailers could gog this. Another important element is the
attractiveness of the working conditions and maquecsically the working time. Longer
opening hours and increased flexibility of the worke do not always match family
activities and family needs. More family-friendly ovking conditions could support
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improving the image and attractiveness of the seetgpecially to women. To improve the
image of the sector and keep up good working cardita solid co-operation between all
sector representatives including trade unions ¢essary.

3) Improve career guidance

Career guidance can be used to pursue the follotmiagbjectives: First of all, it can help to
redirect pupils and students to occupations wharenereased demand is expected and to
attract them to the sector in particular. Secondéyeer guidance assists in supporting the
placement of those mature workers which are thmeateof becoming or already are
unemployed. In all scenarios, it is expected that hnumbers of medium and low skilled
occupations like service workers, logistics workansl administrative support staff in retail
will decrease. Career guidance assists in findiewy job possibilities within or outside the
sector. In combining career guidance with skillsessments (e.g. potential analysis) as well
as with the recognition of soft skills by companidéise quantity of placements can be
increased for the employed as well as for labouketaentrants.

In most countries career guidance for pupils iseutatken by several different actors such as
schools, training organisations, public employmseitvices and related career information
centres, trade unions, universities, sector orgéiniss and companies. In order to enhance
career guidance for pupils a solid regional co+mation between these actors can be very
effective as this helps in counselling and diregtgstudents into a profession suitable for
them.

The sector skills council in the United Kingdom yides special features on its web page to
inform about and attract young pupils to the sedaditionally, so called retail ambassadors
can be invited by schools to inform about the seatal to act as a role model for youngsters.
Career guidance can also help to diversify thé saditionally divided workforce of the
sector. This will become important in the futureorder to fully exploit the whole potential
of the labour force. In Germany and Austria therl$sday” is an initiative where female
pupils can inform themselves about technical octaps. It is supported by the major sector
players of the countries and by the ministries afication*® Such approaches should be
directed to attract more women to the technicaupations of the sector and thus help to
diversify the labour force. In some regions motehicle repair companies and other craft
related trades are participating in the programim@ugh these initiatives are not primarily
targeted at employment in trade and crafts as sachider diversification of professional
interest especially of young girls away from théalletrade sector will help to bring the
numbers of new entrant seekers more in line witha@ossibilities. In both scenarios with
fast technological change this becomes importanailme job opportunities for women in
retail will become fewer. In recent years, in botuntries also ‘boys days’ were developed.
However, its intention mainly was to attract mabdur to social occupations. A strong co-
operation between institutions in career develognasnwell as sector representatives could
help to improve matching of labour market demandi supply in the future.

Such a co-operation — set up slightly differentlyould also help to improve career guidance
of employees who already are or will become threadeby unemployment in scenarios with
fast technological change. Especially logistics keos, administrative support staff and
service workers will be negatively affected by thefevelopments. It thus seems of the
utmost importance that the education and trainiygtesns prepares itself for this
development. Career guidance assists in finding joéwpossibilities within or outside the

“8 http://www.girls-day.de/
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sector. Professionals equipped with the requirels sknd qualifications are available on a
regular basis but do not apply for vacancies duéhéolack of information on the labour
market possibilities. Career guidance and persdeaklopment for mature lower-skilled
workers could be supported by an assessment oé thkils which are not certified or
documented so far. Systems for the recognition wbrplearning (RPL) support the
determination to what extent people possess nagessmpetences for a new job (Duarte
2004). The integration of RPL in career guidancd targeted training bridges the gap of
hidden competences especially for mature workeosneSMember States already include
RPL in their system. In Portugal, for instance,aianal system of Recognising, Validating
and Certifying Prior Learning (RVCC) is implementilough a network of centres. Adults,
whether employed or unemployed, are offered a theeed service, namely information,
counselling and complementary training, includinge taccreditation of competencies
(OECD/European Communities, 2004, p. 31). The esnéire supported by the Ministry of
Education and are run by training organisationsuaiversities. The certification and
validation of skills is conducted by a jury with @axternal evaluator. Companies, sector
representatives and intermediate institutions saghthe public employment service and
training institutions should develop and implemesgateer paths which support the vertical job
mobility of lower skilled workers within the sectdWhile major retail companies provide
further training and up skilling for higher eduadteccupations, low and medium educated
staff is not as strongly supported by internal pangmes. This also holds true for employees
in SMEs of the sector.

Concerning SMEs, another conceivable option wouldsent the co-operation between
companies, sector representatives, training inetuand external human resource
counsellors, especially to further develop or up-#fe “endangered” workforce. Due to the
scenarios, there will be less demand for admirtisgasupport staff, logistics workers and
service workers in the future. In order to prevskitl gaps in other occupations within the
sector and to prevent unemployment of these worleaneer management by way of such
kind of networks could be helpful. This kind of hamresource development could jointly
implemented by all actors — and most appropriadesdyl by training institutions. Especially
for microenterprises this could be a possibilityntprove their - generally underdeveloped, if
at all existing - human resource management. A raahuman resource management
combined with carrier planning could also aid tduee the relatively high labour turnover
rates of service workers in the sector becausenvtants may realise that employment in the
sector is not a dead-end street but opens up $@eaEsibilities.

4) Improve diversity within the sector

The workforce of the sector is more divided acaagdp traditional standards than any other.
The vast majority of retail service workers is féenand the majority of craft workers male.
For several professions this strong gender biaarlgléimits the ability to adapt to changes
(e.g. what regards the increasingly required coatimn of different technical and non-
technical skills). To overcome this strategic wesdsdiversity management in personnel
recruiting should be strengthened and diversitgteel carrier guidance programmes should
be enhanced. To attract more women to technicalpatons of the sector will require a
major change in work organisation and conditionschSa project will have to pay special
attention to the prevailing social situations reletv for women in the labour market,
especially the difficulties in combining family éifwith a professional career. This will help
to contribute to higher diversity on the labour kedras such.

An improvement of work organisation will also becassary to keep older workers in
employment. On the one hand this is especially iatuo keep the knowledge and the
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experience of older workers available and to avskill gaps — especially for higher

gualifications. On the other hand it will be ne@gsto accompany the employment of an
aging workforce with more constant learning offéessavoid a down-skilling given the

constant change in technology. Corresponding paré tretirement schemes should be
developed by the responsible authorities and applyethe companies.

5) Organise European wide recognition of skills

Due to the internationalisation especially of larg&il companies and the use of more digital
applications it will be necessary to constantly mdthe knowledge and skills of the
employees. To ensure international standards asasehe required mobility of labour a
European recognition of skills and a correspondidgption of national initial vocational
training is recommended. The European Qualificatoamework can provide a common
basis for the European retail sector to pursue d@ms. Social partner organisations, the
European Commission and companies as well as rpiproviders should adopt the
European wide validation system for the sector dekelop a special certification system.
This would also support transnational mobility withn the sector and eases transnational
investments.

6) Invest strongly in human capital and lifelong larning

Lifelong learning is the key for companies as wek for individuals to match
competitiveness and to prevent less favourableasmen Social partners should develop joint
programmes of lifelong learning in cooperation wihblic authorities and other relevant
stakeholders such as training organisations an¢etsiiies in order to up-grade skills of the
workforce in the sector. Governments should furtderwelop the legal framework for
supporting life long learning at all ages. The pamgmes should be tailored to the specific
needs of SMEs in the sector. Lifelong learning sth@mncompass all skills levels aiming at
raising basic social skills as well as technicatt@e skills. All available international,
national and, if available, regional and local patlis should be used in order to finance
lifelong learning. Cost sharing mechanisms betweetors such as public authorities,
companies and individuals need to be developeditatong learning (LLL) throughout the
life cycle should be promoted. Learning must be enatbre attractive to all, e.g. via tax
incentives or a change of attitudes in order tegrate learning into all phases of life and to
incorporate a lifecycle approach to work. In adufifithe training and education systems in
the Member States need to be improved to copemitte modular based needs for VET to
cover knowledge shortages and up-skilling needgjraady stated in the above implications
for education and training.
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Annex |. Contributors to this study

This report appears in a series of 11 sector remortthe future jobs and skills commissioned
by the European Commission and executed by a amsoctium of TNO (Delft/Leiden, the
Netherlands), SEOR Erasmus University (RotterdamNetherlands) and ZSI - Zentrum flr
Soziale Innovation (Vienna, Austria). The consartiwas led by Dr F.A. van der Zee (TNO
Innovation Policy group; TNO Innovation & Environmtg The report on the distribution
and trade sector was prepared by the core TNO-SESIRonsortium in joint collaboration
with Prof. C. Hipp, Brandenburg Technical Univey<itottbus (subcontractor).

Parts 1, 2 and 3:

A. M. van der GiessenTNO ICT, Delft, the Netherlands)

Dr F.A. van der Zee(TNO Innovation and Environment, Delft, the Nethads)
Dr. G. Gijsbers (TNO Innovation Policy group, Leiden, the Nethedah

D. Maier (ZSI - Zentrum fur Soziale Innovation, Vienna, Aues)

Data collection and analysis Part 1:

Dr W. Manshanden (TNO Innovation and Environment, Delft, the Netlaads)
E. Rietveld (Innovation and Environment, Delft, the Netherlghd

A. Bouman-Eijs (Innovation and Environment, Delft, the Netherlghd
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Annex Il. Participants final workshop

Panel workshop Distribution and Trade, Hotel Blo@ryssels, 19th—20th February 2009

Name participants (between brackets: affiliation)

Ms. L. Aro (Service Union United PAM, Finland)

Mr. O. Bojan (Employers Confederation CONCORDIA mrania)

Ms. C. Donon (Carrefour, France)

Mr. R. Halajian (Metro AG International Human Resms, Germany)

Prof. B. Hallier (EHI Retail Institute, Germany)

Mr. H. Karlsson (ITM Worldwide Foundation, Sweden)

Mr. N. Konstantopoulos (General Secretariat fordaesh and Technology, Greece)
Mr. P. Mare (Kenniscentrum Handel, the Netherlands)

Ms. B. Mester (Fedis, Belgium)

Ms. N. Piljic (GPA-DJP, Austria)

Ms. I. Savoini (EUROCOMMERCE, Belgium)

Ms. M. Sharma (The European Economic & Social Cotte®j Belgium)

Mr. O. Stieper (Metro AG, Vocational Training, Geany)

Mr. J. Thiemann (UNI-Europa Commerce, Switzerland)

Ms. V. De Bruyn (European Commission DG Internalké and Services, Belgium)
Mr. H. Wollny (European Commission, DG Employme®bcial Affairs and Equal
Opportunities, Belgium)

Dr. F. van der Zee (TNO, the Netherlands)

Ms. A. van der Giessen (TNO, the Netherlands)

Mr. D. Storrie (Eurofound — European Monitoring @eron Change, Ireland)

Mr. M. Hubert (European Commission, DG Employm&ugial Affairs and Equal
Opportunities, Belgium)

Mr. J-F. Lebrun (European Commission, DG Employm8uotial Affairs and Equal
Opportunities)
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Annex lll. Strategic options — a detailed descripthn

A. Recruiting workers from other sectors

A possible solution to meet skill needs is to régonorkers from other sectors, which have
and can provide the abilities needed for the seantdrfor fulfil the requirements of a specific
job. For managers of large corporations it is qudeal to bring their general know-how to
bear in different sectors. Also for business prifesls (e.g. financial analysts, sales
managers) the sector they are working in is of loimgportance. On the other hand, the
sector mobility of low skilled workers is much moliemited than the mobility of higher
educated and higher paid employees, although alss quite easily possible for them to
move from one sector to another. The less the gdsector specialisation of the
occupational profile the easier employees are @blthange between sectors. In other cases
recruiting workers from other sectors will needirtiag of sector specific skills. In some
cases it is also possible for highly specialisedkers to change sectors.

B. Recruiting workers from other Member States

Recruiting workers from other Member States couéd ib some cases a possibility to
overcome skills problems. However, owing to langyagultural and other problems,
mobility within the European Union is still undexddoped. Furthermore, it has to be
considered that this strategic option could turhtolbe a zero-sum game not for the national
but for the European economy. Border regions araaiing workers from other countries
mainly because of wage advantages and can in this smcceed in closing their skills
shortages and gaps. However, the regions thatsfade outward migration (e.g. Poland, East
Germany, Parts of Austria, Hungary, Czech RepulSloyenia, Bulgaria) will face serious
problems in meeting their labour market demandssé&hcountries therefore have to recruit
workers from non-Member States. Even if this mighpear a temporary problem, from a
longer term perspective, such developments could barious consequences for the growth
of the regional economy (“brain drain”).

C. Recruiting workers from non-Member States

Recruiting workers from other Member States is aatero-sum game for the European

economy. Yet this strategic choice is as limitedtsnoverall impact as the strategic choice

that proposes to recruit workers from other Mentbiates. Moreover, in all Member States

significant barriers for entering the labour marketworkers from outside the EU exist, even

for temporary workers. To increase the influx oedd workers by, e.g. increasing the

immigration quota several political hurdles havebéomastered. Action can be taken here at
Member State as well as at EU level.

D. Recruiting unemployed workers with or withowatiing

Recruiting unemployed workers without training isteategic option, especially in case of
skill shortages (if there are not enough skilledkeos to meet the employers demand). This
option should in these cases be combined with atedtaining. Unemployed workers might
have various placement handicaps, especially ski#ficits and poor levels of basic
qualifications. Low educated groups are still repreing the gross of the unemployed labour
force, but also highly skilled workers could beeidtened by unemployment. Without doubt
prejudices against the unemployed and especialljunmaage unemployed in the human
resource departments have to be reduced and gainihich could be costly, has to be
financed.
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E. Recruiting young people coming from the educasigstem, with or without re-training

This strategic choice is always a possibility t@mome skill shortages as well as skill gaps.
But demographic change should be taken into accMhile in the next few years, until
around 2015, there will be a continuous inflow tidents entering the labour market, a
significant reduction is expected in 2020. In samgions there is already a need for young
qualified and skilled workers or apprentices in&pe.

F. Training employed workers

In some cases training and re-training could atmwsttute a strategic choice to meet skill
demands. In this case, the employee will be traifoeda new working place or task. In
general, re-training ends with a formal graduatiogertificate. Re-training is an option if the
work place or the occupational function is not rezedny more. But re-training is only one
option. Further education or further training, esfer training and updating courses, or
advanced vocational qualification to adapt the viade to emergent skills needs are also
options, which should be taken into account. Reitng or further training of employees can
encompass all levels of skills. Training and quedifion could be done in-house and on the
job as well as by an external education institutibtris more likely that less fundamental
variations of up-skilling or re-training will be strategic choice because re-training has to be
regarded as a long term and quite expensive measumpared to the other vocational
education forms.

G. Changing the work organisation

Work organisation can be defined in different waysst, it can be defined as a system of
work organisation (e.g. Taylorims, Fordism and Hesidism) and second, as a form of
division of labour and specialisation. In moderroremmy productivity is based on the
division of labour and therefore also on the dmmsof skills. There are several instruments of
work organisation to react on skill shortages arapsg Thus, changes in the work
organisation can help to overcome skill gaps. Inegal, work can be reorganised in the
following possible ways:

- Group work: A group is a limited number of peopleomvork together over a longer
period with a frequent, direct interaction. A grasmlefined through the differentiation of
roles and joint values. Groups are able to prodheteer results than single persons due to
the combination of different competencies and erpees, the reduction of wrong
decisions, stronger work motivation, the direct wdeinformation, new insights and
creativity and a better acceptance of decisionst fo mention a few of the many
advantages. There are several kinds of group wike,project groups, quality groups
and learning circles, as well as committees.

- Job rotation: Within this type of work organisatiseveral people change their work
places in a planned alteration. Job rotation ergmrtbe overview of the different
production processes, the understanding of diffelsks and the feeling for group work.
Additionally, monotony and dissatisfaction are resehi

- Job enlargement: Extension of the scope of workudjn the combination of several
structurally equal or similar tasks. It can prodsueilar effects as job rotation.

- Job enrichment: Extension of the scope of work ughothe combination of several
structurally different tasks. The scope of decismaking and self-control increases, as
well as the quality and quantity of work. In gerenagp skilling of the employee is
necessary, but this is also implemented on the job.
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Under the influence of new technologies, like infiation and communication technologies,
virtual forms of work organisation, which substéutierarchies through a horizontal network
co-ordination, are also possible. In this sense,gere and acquisitions as well as project
based business co-operations are also availaktEnsfb change the work organisation. Both
measures are strategic possibilities to get adoesgeded resources or to incorporate new
competences. Modern (communication) technology sigwport the co-ordination and co-
operation of labourers working at different plaeesl in combining their respective strengths.
Changing work organisation can combine several etemzes if the workforce lacks multi-
skills (skills from different disciplines like fimce and technical skills) which are necessary
to fulfil the future tasks.

H. Outsourcing and offshoring

In public discussion the terms outsourcing andhaffsng are mainly used together, yet it
must be emphasised that they describe differeriinteal approaches. While outsourcing
means the transfer of management or day-to-dayuérecof business functions or processes
(production, manufacturing, services) to an extieseavice provider, offshoring describes the
relocation of business functions or processes foo country to another. Both could be
applied as a strategic choice on company level &etnskill needs, by integrating the
knowledge, experience and competences of the bthremn the production process.
Outsourcing of personnel as a result of technoldgihange and economic pressure was and
still is an ongoing trend. Skill gaps can be clobgdhiring subcontractors with the needed
knowledge and competences. If one considers tragegic option to meet skill needs, it has
to be taken into account that for subcontractimgndi freelance or contractual workers
continuing vocational training often plays a masaginole, because employees are all too
often indispensible. Outsourcing and offshoringthsrefore a limited strategic option to
overcome skill gaps. It seems to be more adeqaatedrcome skill shortages.

I. Changing vocational education

Changing vocational education has a long-term effiéeamust be taken into account that
changes will have a substantial impact in qualitd guantity starting at the earliest within

three years time after the changes. The procesbaniging initial vocational education in

content or in structure takes itself several yedte process from defining the needs and
problems to the implementation of a new curriculimolves several stakeholders from

different expert levels like companies, social partorganisations, training institutes as well
as representatives of national and regional edutasidministration. These bargaining

processes could take several years and are depeniddre VET-system of the European

Member State. Hence, this strategic choice willyd@ drawn if major structural changes are
expected.

Despite these facts, possible changes can be seestionger modularisation of curricula of
initial vocational training as well as in buildingp or strengthening interplant and
interregional training infrastructure. The firsttigm could in the long run help to overcome
identified skill needs in a sound, flexible andedatively quick way. The second option is
amongst others a possibility to provide the lategh-value equipment for training quickly
by sharing resources of several partners.

J. Designing and offering new courses (continuiagational education and training)

Once it is clear that the current content of vamal training is not up to date and therefore
does not address the demands, the developmentwoicoerses for continuing vocational
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education and training could be a strategic opttin a short term impactsée also L
Stronger cooperation between stakeholjlers

K. Improving the image of the sector

Improving the image of the sector could be an emsy suitable measure especially to
overcome skill and labour market shortages anddattrtew employees. Several instruments
could be implemented by sector organisations ioperation with different non sector actors
like schools, career management organisationsjirigaiorganisation, public employment
services, and public administration. Instrumentgld¢de company visits for pupils, offering
internships for pupils and enhanced public relatiéspecially in sectors where framework
conditions and occupational functions changed forefdally, due to technological or
organisational restructuring or low wage levelsis toffers a possibility to overcome
stereotypes as much as old fashioned views andttactamore labour. Moreover, this
measure does not only provide a chance to overabeneotypes in relation to the sector but
also to some occupational functions. The effecthi$ strategic option is long-term. In
consideration of the apprenticeship system, whigh take up five to seven years (if the
specialisation of high qualified jobs in the segtotaken into account) until the volume effect
is reached; one must arrive at the conclusionithabme occupational functions it has to be
initiated right now.

L. Stronger cooperation with the industry

A stronger co-operation between industry and trgninstitutes on a regular basis is one
possibility to meet the skill needs in the sectarsome sectors and countries training of
employees does not seem to be in line with thesimgis emerging needs. New training and
teaching solutions are to be developed betweemthestry, sector representatives, education
institutions and research centres, public bodi¢s, mformation exchange and a stable
cooperation between the relevant stakeholders dmpdove the matching of training needs
and demands. In the long run it will enhance thigiehcy of training output, strengthen the
quality of training and maximize the individual patial. To build up this kind of cooperation
takes time, but in the long run it might well bepahle to provide accurate solutions for
problems. Networks and partnerships between thakelwlders to forecast skill needs in the
sectors also present a long term measure. Theyl d¢wip to define emergent skill needs.
While knowledge about the development of skill dypp quite high, the knowledge about
the development of skill demand in different sesta@ still improvable. These kinds of
networks can cooperatively detect the need foloaaind contribute to the development of
recommendation of actions.
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