Occupational Shortages Review
Submissions November 2007

Submission from
The New Zealand Retailers Association (NZRA)
And
The Retail Industry Training Organisation (RITO)
For the Occupation
Retail Manager
Kaiwhakahaere Hokohoko

(NZSCO 12263; ANZSCO 142111)



Occupational Shortages Review
Submissions July 2007

Purpose

This document requests detailed information on occupations submitted for the
November 2007 skill shortages review.

Key dates
4 July: Submission document sent out

6 August 5pm: Submissions close

Background — Skill Shortage Lists

The Department of Labour (DoL) Workforce Group currently maintains two
occupational shortages lists: the Immediate Skill Shortage List (ISSL) and the Long
Term Skill Shortage List (LTSSL). Each list performs a particular immigration policy
function, and potential migrants use both lists to understand where the opportunities
for work lie in New Zealand.

Updated lists that reflect changes arising from the November 2007 Review, which will
come into effect from 30 July 2007, can be viewed at the Department of Labour’s
web site at:

www.immigration.govt.nz/migrant/general/generalinformation/news/novreview.htm

The Immediate Skill Shortage List

The Immediate Skill Shortage List (ISSL) is for occupations that have an immediate
shortage of skilled workers in New Zealand. It is designed to facilitate the approval of
temporary work visa and permit applications. If an applicant produces an offer of
employment in an occupation that is included on the current ISSL, visa and
immigration officers will accept that no suitably qualified New Zealand citizens or
residents are available.

The ISSL is grouped by the following regions: Auckland/Northland; Central North
Island (including Taranaki and Manawatu); Wellington; Nelson, Marlborough and
Christchurch; and Otago and Southland.

The Long Term Skill Shortage List

The Long Term Skill Shortage List (LTSSL) identifies those occupations where there
is an absolute (sustained and ongoing) shortage of skilled workers both globally
and throughout New Zealand. People who gain employment in one of these areas
may be granted a work permit under the LTSSL Work to Residence policy. The
Work to Residence policy enables an applicant to apply for residence after two years,
providing that they have remained working in a LTSSL occupation with a base salary
of at least NZ$45,000.
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Candidates for residence under the Skilled Migrant Category who have an offer of
employment, work experience or qualifications in an area of absolute skill shortage
identified on the LTSSL will gain bonus points towards their application for residence.

How does the Department of Labour decide what will be
included on the ISSL and LTSSL?

The occupational skill shortage lists are reviewed biannually by the Department of
Labour. During the biannual reviews, submissions are sought from industry groups
about both the nature and extent of skill shortages in their area.

In assessing the merit of these submissions we consult with employer, collective
employee and industry bodies, as well as relevant government agencies such as the
Ministry of Social Development (MSD). We will also refer to our own data on the
number of work and residence permits issued for individual occupations and DoL
labour market monitoring reports.

Where there is consensus that there is an immediate skill shortage (rather than a
recruitment problem) we will recommend that the occupation be added to the ISSL.
Where there is a demonstrated absolute global and national long term skill shortage
we will recommend that the occupation be added to the LTSSL.

Periodically, the DoL will review the status of occupations already on the lists. This
may be prompted by an external submission. Those wishing to make a case for the
removal of an occupation from the lists can do so in question 2f. As stated above, we
will carry out a round of consultation with relevant parties to assess whether the
shortage still exists. At that time, consideration will be given to what training and
effort has been put in to the recruitment of New Zealanders to meet the employer
needs. We will also refer to immigration and labour force monitoring data.

Important: There are strict criteria for occupations to get listed on either the ISSL or
LTSSL: submissions will not automatically lead to acceptance. The ISSL and LTSSL
are not designed to cater for unskilled labour shortages, seasonal labour shortages
or recruitment and retention problems that result from poor work conditions.

Important: The ISSL and LTSSL are not the only options for skilled migrants to
enter and work in New Zealand. Other examples include the Skilled Migrant Category
for permanent residence, the Talent (Accredited Employers) Work Policy and the
labour market tested work permits.

Who can make a submission?

Coordinated group and industry submissions are required that represent the shared
views of the key players within your industry. Where possible, you must show
evidence of consultation as part of your submission.

Important: The information that you provide is important to our
assessment process. You need to provide sufficient detail and
evidence for us to assess whether the occupation should be
included on the list.
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Your submission must include the following

Your submission needs to provide as much relevant detail as possible and must
include the following:

1) Evidence of employers having difficulty recruiting staff (depending on the
occupation, difficulty for a single employer is unlikely to be sufficient);

2) Estimated apprentice or graduate trainee numbers and the number of workers
leaving or retiring from the industry;

3) Forecasts and reports on the growth of the industry;
4) Industry initiatives put in place to enhance domestic recruitment;
5) Details of the qualification and skills required for the occupation that is in

shortage, for example Building Control Officials (Inspectors) require an
equivalent National Certificate or Diploma in Building, Architecture, Carpentry
or Construction Management and two years’ experience;

6) Details of New Zealand registration, if required.

Other information we require

Clarity of qualification and level of experience required

The Dol requires a clear profile of the qualification and experience levels required for
an overseas worker to be able to competently complete the work required of the
occupation. That is, it must be clear how the DoL can distinguish between a skilled
tradesperson and a semi or unskilled labourer working in the same field. An example
of this is the ability to distinguish between a builder and a hammer hand.

Demonstrated commitment to training

The DoL must be satisfied that the industry associated with the occupation has a
commitment to fully utilising the domestic labour market before the industry considers
employing overseas workers.

Appropriate employment terms and conditions

The DoL must be satisfied that the industry associated with the occupation has a
commitment to the provisions of New Zealand employment legislation available to
workers. It is important that the hiring of overseas workers is not being used as a
strategy to keep wages or terms and conditions of employment to a minimum.

Note: Incomplete submissions may NOT be processed.

Your submission is confidential and will only be used for the
purpose of this review. Note that occupational statistics
collected during the course of the review may be used by the
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Dol for other research purposes but individual employers will
not be identified.

Due date for submissions

The Department of Labour requires all submissions for this review to be received by
the close of business, Tuesday 6 August 2007. Any submissions received after this
date will not be considered for the November 2007 review.

Enquiries and submissions should be directed to:

Email: shortagesreview@dol.govt.nz

Post: Peter Leniston
Consultant
Workforce Group
Department of Labour
PO Box 3705
WELLINGTON

Mobile: 027 2323801
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Submission questionnaire

Please fill in the following questionnaire. We recognise that, in some cases, you may
need to provide extra information for the purposes of demonstrating the skill shortage
in your industry. Please note the boxes will auto-extend to accommodate your
responses, or if you are providing a hard copy, attach additional pages.

Please answer all of the questions.

1. Your industry

1la) Which industry does this submission represent? (Please describe the process used
to ensure the submission reflects the shared views of your industry)

This submission represents the Retail Industry

The submission is made to request the inclusion of the occupation of Retail Manager
(NZSCO 12263; ANZSCO 142111) on the Immediate Skills Shortage list and the Long-
Term Skills Shortage List. There is both an absolute and relative shortage of skilled and
gualified people in this occupation in New Zealand. Training and qualifications
development is being put in place to address these shortages. However as the number
of retail managers in employment in 2006 is below the 1996 level and the industry has
been rapidly growing both nationally and globally it will take several years to address
the current level of need for qualifications alone.

Industry Consultation

The submission represents the concerns of retail industry enterprises and their
employees as represented by the New Zealand Retailer's Association (NZRA), the
Retail Industry Training Organisation (Retail ITO) and the National Distribution Union
(NDU). These organisations have nationwide representation.

The NZRA has 6,100 members who account for some 13,000 shop-fronts — that is
29.4% of approximately 44,187 shop-fronts nationwide®. The NZRA membership
includes a significant number of the major national and international retail enterprises
such that its members account for approximately 70% of retail sales excluding motor
vehicles and the accommodation and hospitality sector and a similar proportion of the
retail workforce?.

In order to represent its members interests the NZRA conducts regular surveys of its
members. A survey in 2006, and a more recent survey in July 2007 designed to explore
skills issues identified a shortage of retail managers as a general concern for its
members. The 2007 survey was conducted with the Retail ITO. Although the respondent
numbers were relatively small (25) the survey included responses from 12 nationwide
retail chains employing approximately 5% or the retail workforce. This survey identified
99 unfilled vacancies for retail managers, with twenty-four of the twenty-five respondents
reporting on-going difficulty recruiting suitable employees to fill retail management
positions (see following table).
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Distribution of Unfilled Vacancies Identified by Survey

Enterprise Location Respondents Unfilled Vacancies
Throughout NZ 12 69
Auckland 5 9
Auckland/Canterbury 1 15
Taranki 1 1
Manawatu/Wanganui 1 0
Wellington 2 3
Wellington/Canterbury 1 1
Otago 2 1
Total 25 99

Participants in this survey were invited to comment on this submission. The submission
has also been placed on the New Zealand Retailers’ Association web site for feedback
from industry.

The Retail ITO has more than 450 enterprise members representing a cross-section of
the retail industry and has a large number of industry customers. lIts field staff engage
with retailers throughout New Zealand. The ITO also coordinates four industry advisory
groups throughout the country. These advisory groups, made up of industry
stakeholders, meet regularly to discuss the skills needs of the industry and how they
might be addressed.

The Retail ITO has a legislated responsibility to act on behalf of the retail industry to
identify and address skills and labour shortages, to develop qualifications to meet such
needs, and to take action to meet those needs. The ITO is involved in ongoing
consultation with stakeholders in the industry including; retail enterprises, industry
associations, training providers, other ITOs, tertiary institutions, secondary schools,
community groups, ethnic and migrant groups and government organisations.

In 2006 the ITO developed a Retail Industry Skills Strategy through a process of
nationwide consultation with its stakeholders that involved placing the draft strategy on
the internet and sending out 7,000 hard copies for review. The strategy was re-written
on the basis of feedback from the review. Consultation identified an industry concern
with a “serious shortage of skilled and capable shop managers™

Union Consultation:

The National Distribution Union represents the interests of its members who are
employees in the retail industry. They are clearly stakeholders in industry training, skills
development and skills shortages. The union has been approached to support this
submission from the perspective that there is a need to meet the short term demand for
skilled and qualified retail managers to ensure the ongoing training of retail employees
so that they may have the opportunity to progress to the level of retail manager.

Retail Sector Employees

This submission represents the concerns and need of employees in the retail sector
from several perspectives related to the need to ensure that there are managers
capable of training employees in the workplace and the quality of working-life managers
and their fellow employees in the workplace.

1) A shortfall of qualified managers diminishes the opportunities available for
employees to receive appropriate training in the workplace to progress to
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managerial levels. A survey of 250 employees that had completed retalil
qualifications through the Retail ITO indicated that a large percentage of these
employees wished to proceed to higher levels of qualifications and responsibility
in the retail industry. A significant concern expressed in this survey was the
inadequacy of management support that had arisen in part because few
managers had formal retail qualifications or training in training employees.*

2) A shortfall of qualified managers in the workplace results in increased pressure
being placed on front-line staff to carry out higher levels of responsibility within
the context of the requirements to meet the usual demands of their occupation.
Such pressure inevitably leads to a lower quality of working life for managers
and employees.

1b) Contact person (This should be the person we contact if more detail is required):
Chris Dunn Researcher and Policy Analyst

New Zealand Retailers’ Association and Retail Industry Training Organisation

1c) Contact details (Please include phone, fax, email and postal address):

New Zealand Retailers Association

P O Box 12-086

Wellington

Ph: 04 473 2036

Mobile: 021 138 8472

Fax: 04 472 1071

Email: cdunn@ihug.co.nz or cdunn@retailito.org.nz

2. Occupations

2a) State the occupation and ANZSCO code at the 5 digit level.

Retail Manager - NZSCO 12263; ANZSCO 142111

This is compulsory. Ensure that the occupation is specific and appears on the Australian and
New Zealand Standard Classification of Occupations (ANZSCO) The link to the ANZSCO list

IS:

http://www.abs.gov.au/websitedbs/webnav.nsf/CheckProduct?OpenAgent&1220.0&11092006

(If you cannot find a code for your occupation contact Statistics New Zealand):
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2b) Is it a sub-group within this occupation that is in shortage?

[ ]Yes
X] No. Go to 2d

2c) Define the subgroup that is in shortage (e.g. Chefs with a minimum of 2 years at
chef de partie level or higher):

2d) Is the occupation currently on the ISSL or LTSSL? (Please tick appropriate box):
[] 1SSL
[] LTSSL

X] Neither. Go to 3a

2e) For the occupation, do you want to? (Please tick appropriate box):
[] Change lists (e.g. move from the ISSL to the LTSSL. Go to 3a
[] Change details (e.g. qualifications required). Go to 3a

[ ] Remove from a list. Go to 2f

[ ] Make no changes (e.g. labour market situation has not changed). Thank you.
No further information is required. Please return this form.

2f) Provide detailed evidence on why the occupation is no longer in shortage:
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3. Qualifications and experience

The Department of Labour requires a clear profile of the qualification and experience
levels required for an overseas worker to be able to competently undertake the work
required of the occupation.

3a) What qualifications and/or level of experience are required to work in New
Zealand?

According to ANZSCO 2006 a New Zealand Registered Diploma (ANZSCO Skill Level
2, NZQF level 5 or 6) is required to work in New Zealand. The ANSCO document also
notes that formal qualifications may not be required

“At least three years of relevant experience may substitute for the formal
gualifications listed above. In some instances relevant experience and/or on-
the-job training may be required in addition to the formal qualification.
Regjistration or licensing may be required.>

The National Certificate in Retail Management Level 4 is now the recognised
gualification for retail managers in New Zealand. Higher level NZ retail qualifications
are under development. A qualification equivalent to or higher than the National
Certificate in Retail Management (Level 4) combined with relevant retail experience is
desirable.

ANZSCO lists the following skills required for the occupation:

Determining product mix, stock levels and service standards

Formulating and implementing purchasing and marketing policies, and setting
prices

Promoting and advertising the establishment® goods and services

Selling goods and services to customers and advising them on product use
Maintaining records of stock levels and financial transactions

Undertaking budgeting for the establishment

Controlling selection, training and supervision of staff

Ensuring compliance with occupational health and safety regulations

Additional skills could include:

Planning and implementing strategies for future employee and store
development

Knowledge of and ability to implement new technology

Maintaining stock and store security

An alternative way of describing the same range of skills required of a retail manager
would be:

Oversee other staff, delegate duties to them and evaluate their performance
Organise staff rosters

Train new staff

Hire and dismiss or discipline staff

10
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Order new stock and check it is in good condition and accurately invoiced
when it arrives

Organise product promotions

Display new stock

Help customers choose products

Advise on the use and care of products

Pack or wrap customer purchases

Collect payment from customers or arrange credit
Prepare invoices and sales dockets

Arrange the delivery of purchases

Arrange the payment to suppliers for goods
Banking and accounts

Price stock

Participate in stock-takes.

3b) Are there any additional skills that are required?

The role of a retail manager is well-defined and no additional skills are required
outside that role.

4. Nature of the shortage

In this section describe and provide evidence on the shortage.

)] national and international data on the shortage;
1)) employer feedback on the shortage;
i) effect of the industry size on the shortage.

4a) Which list are you requesting that the occupation be added to? (see page 1 for
definition)

Xl Immediate Skill Shortage List

Xl Long term Skill Shortage List

11
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4b) The occupational shortage is due to (Please tick appropriate box):

<] Absolute shortage of skill (employers are unable to fill vacancies where pay
and other conditions are reasonable);

D] Askill gap (existing workers but only have some of the qualifications or skills
required to meet your needs);

[] A recruitment and retention problem (e.g. the industry cannot, or does not, meet
the terms and conditions necessary to recruit sufficient numbers of suitably
gualified workers from the existing New Zealand workforce);

[l Other (please state)

4c) Please justify your answer above in detail. For example, explain why you have an
absolute skill shortage rather than a recruitment and retention problem due to
related work conditions.

There is currently an absolute shortage of skilled and qualified retail managers in New
Zealand. Sources of evidence for the existence of a shortage of skilled and qualified
retail managers include:

a) Information from the Department of Labour

b) Data from retail employment agency and an internet recruitment site.

c) Data collected from by the Retail Industry Training Organisation

d) Data collected by surveying members of the New Zealand Retailers Association
and the Retail ITO

Department of Labour data

The Department of Labour’s Job Vacancy Monitoring (JVM) project surveys advertised
vacancies in newspapers but this does not capture all vacancies. Recruitment for retail
vacancies often takes place through recruitment agencies and on-line. They are also
advertised in house.

The Department of Labour’s report Job Vacancy Monitor —-December 2006 highlights
the fact that in the 12 months to December 2006 retail managers had the fourth
highest number of vacancies amongst highly skilled occupations in New Zealand,
and the 19" highest across all occupations (853)°.

The position of 4™ highest number of vacancies amongst highly skilled occupations
was maintained in the most recent report Job Vacancy Monitor April 2007. The
Occupations in Shortage in New Zealand: 2006 report published in March 2007
indicates that there was a moderate shortage of retail managers across the country
with a 67% fill rate’.

These findings are also supported by data from the Occupational Indicators V2
Upload Project which also reports the fill rate of 67% and the high level of
vacancies in comparison to the average across all occupations®. It is important to

12
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note that whilst there has been a decline in the number of advertised vacancies for
retail managers from 885 to 780 over the period April 2005- March 2006 and April
2006 and March 2007, there has been an ongoing expression of concern and
difficulty experienced in recruitment in the workplace. Some of the decline in
newspaper advertising may be explained by a significant increase in the use of
internet job search sites.

Evidence from Recruitment Agencies

1) Retail World Resourcing: The nationwide recruitment agency RetailWorld
Resourcing has provided evidence for this submission detailing their difficulty in filling
retail management positions. They advise that

The demand for management roles grew 25% from 2005 to 2006
Current tracking is that demand is up 27% year to date 2007 over 2006

Average placement rate is only 30% of open opportunities (mostly due to lack of
candidates available)

Average placement period is 31 days

RetailWorld Resourcing advise the that they have had ongoing difficulty finding retail
managers as a result of:

The demand created by new retail developments — Sylvia Park, Newmarket, Albany,
North Shore and Queensgate

A lack of experienced and qualified staff in the market to meet demand

A lack of trained and competent staff with leadership skill able to progress internally —
4 years of solid industry growth has resulted in the pipeline of developing staff being
exhausted®

2) On-line Recruitment

The on-line recruitment web-site for Job Seek (http://www.seek.co.nz) has 753
positions for retail managers in New Zealand advertised as at the 6th of August.
490 of these are in Auckland, 97 in Wellington, 73 in other North Island locations, 58
in Christchurch and 35 in other South Island locations.

Evidence from Industry
Support for the existence of an occupational shortage comes from surveys and feedback
from the retail industry:

The Retail ITO has recently conducted quantitative and qualitative surveys of a range of
retail enterprises in the process of developing its industry skills strategy. For example:

1) A qualitative survey of 28 national retail organisations demonstrated a general
concern for the “significant shortages and deficiencies in management supply
and skills, and "extensive demand for a wide range of management skills and
requirement of managers to train staff”,*°

2) Interviews with a range of corporate retail enterprises identified a concern for the
lack of availability of suitably qualified retail managers

13
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3) Research commissioned by the ITO from Andrew Fletcher Consulting (2007)
found that 30% of the 500 enterprises participating in a nationwide survey
indicated that difficulties in recruiting suitable staff at all levels had a negative
impact on their business®”.

4) As a result of research and consultation in 2006 the ITO released a discussion
document, its “Draft Industry Skills Strategy” for 2007-2011 for review and
feedback from the retail industry and its stakeholders (op.cit.). 8,000 copies of
this document were circulated throughout the retail industry and made available
on the ITO website. It identified the “serious shortage of skilled and capable shop
managers” as an issue of concern for immediate and future skills development.
Feedback from industry stakeholders indicated strong support for this concern
and for the ITO’s ability to represent the industry on such issues

The New Zealand Retailers’ Association Skills Shortage Survey

The NZRA conducts an annual survey of occupational shortages amongst the 26
largest corporate retails on its membership list. In 2006 69% of the respondents from
these enterprises indicated that they difficulty filling vacancies for retail store
managers and 38% had difficulty filling vacancies for regional managers.

Results from the 2007 survey demonstrate that there is a serious shortage of retail
managers throughout New Zealand

o Of the 27 enterprises that responded to the survey, 20 had current unfilled
vacancies for retail managers

o There were 99 unfilled vacancies for these 20 enterprises- 5 for regional managers;
46 for store managers and 48 for department managers

o All but two of the 27enterprises reported a lot of difficulty in filling vacancies for
retail managers at any time.

0 The respondents employ 11,797 people or approximately 5% of the retail
workforce.

o0 They normally employ 1,709 managers for these employees and have 99 unfilled
vacancies or 5.8% of their managerial workforce.

o0 Twelve enterprises operating nationally reported difficulty recruiting retail managers
throughout the country. Six enterprises reported recruitment difficulties in Auckland,
three in Wellington, two in Canterbury, and one each in Manawatu/Wanganui,
Taranaki and Otago. Two reported no difficulties in recruitment.

o Almost 50% of respondents, representing over two-thirds of the vacancies reported
(69) said that their unfilled vacancies existed throughout New Zealand

Whilst these results represent the situation of enterprises that employ 5% of the retail
workforce, it is clear from their replies that the situation is more widespread in the
industry and that the impact of the skills and labour shortages on the business and the
employees are significant.

When respondents were asked:

1) What difficulties they had in recruiting employees these included:

“Poor quality of applicants and small nhumber of replies”

14
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“Lack of experience, lack of quality candidates, lack of experience and quality
selection, lead time in regards to even receiving applications let alone getting to
the interview stage”

Significant labour shortage, immigrants lack English speaking skills, difficulty in
finding good quality employees”

2) How difficulty recruiting retail managers affected the business they all agreed that it
led to increased stress, decreased productivity and difficulty filling rosters and
some commented specifically that:

“Pressure on the team and lost sales opportunities. Lack of focus in store that
unsettles the team left behind”

“The business is not operating as effective as it could be and therefore takings
reflect this, general attitude of staff is no one really pulling them together as a
proper team”

“Significant impact on sales, turnover/churn, moving people around the country
to cover puts significant pressure on their own store they have left, things start to
fall through the cracks, creates a lot of stress and pressure from all sides”.

“Reduced sales figures; reduced training and induction for team members; low
moral in store; poor operation; auditory processes not met etc. (Anon, Clothing &
Soft Goods Retailer, 100 employees)

3) What could be done to address the shortage of retail managers? The replies included:
“Retail orientation through schools and career mapping”

“Encourage and provide more training for people to become qualified managers”

“Cast the net further, loosen immigration laws so there are more QUALIFIED
people being let into the country”

“Offer more upskilling/training nationwide to ensure that there are skilled people
more readily available. Open up employment opportunities to qualified people
from overseas”

Summary:

The information presented above makes a strong case for the need to recognise that a
nationwide shortage of skilled and qualified retail managers exists and that this situation
has important effects on the capability and productivity of both enterprises and
employees alike. It is also clear that employers are aware of the need to address skills
shortages by promoting training and that they recognise that their lack of qualified retalil
managers detracts from their ability to promote retail as a professional career. Many
retailers are acutely aware that professionalism provides a critical competitive edge and
with to promote their enterprises as “employers of choice”.

Is this an Absolute Skills Shortage or a Relative Skills Shortage?

It is an absolute shortage of skilled workers in an environment in which wages and
conditions are reasonably attractive:

The factors contributing to the occupational shortage are complex. We maintain that
because of the size and complexity of the industry, the occupational shortage is a result
of a number of factors that include an absolute shortage of skill, a skill gap, and in some
instances a recruitment and retention problem.

15
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In the New Zealand population there is an absolute shortage of people with the skills
necessary to work as retail managers because:

1) Growth in Retail Industry

The shortage of skilled retail managers in New Zealand is an absolute shortage, partly
as a result of the growth in size and diversity of the retail industry. The retail industry is
the 2™ largest employer in the country providing over 232,000 filled jobs or 13.2% of all
filled jobs in NZ*2. There are approximately 44,187 retail outlets in the country that
generated over 61 billion dollars in sales in 2006 and contributed approximately 7.6%of
the national GDP*. The rapid ongoing increase in the size and scope of the retail
industry has resulted in ongoing difficulties in finding people to work in the industry

Dimensions of Growth

Sales

Average annual growth in sales, 2000-2005 = 6.5%
Total growth in sales 2000-2006 = 43%

Growth in retail sector GDP averaged 4.4% & 5.4% between 2000 and 2005
(3.7% all industry)

- Retail contributed 7.6% total GDP in 2005
Enterprises

- Increased number of enterprises trading across all retail sectors - almost 4,000
(9.1%) new stores between 2000 and 2005

Structure/concentration

- Increased capacity - shift towards larger stores and retail chains — between 2000
and 2004, an increase of 22.7% in number of stores with 10+ employees™®

- More Malls, Mega and Power Stores, Hypermarkets etc
- Greater diversity in retail format and environment

- Concentration of retailers and product range in same area/space to facilitate
increased buying power, economies of scale and sales per customer®

Diversity and Sophistication: Increased involvement of international retail
enterprises in New Zealand retall

- Considerable number of Australian retailers with increasing involvement in New
Zealand. For example the Just Group -Jay-Jays, Just Jeans, Jacqui E, and
Portman’s now has 109 stores throughout NZ.

- Recent investment from retailers based in Germany, France, Italy, the UK, the
USA and South Africa®’

- New Zealand Retailers are expanding overseas —for example Hannah's; Kumfs;
Pumpkin Patch; Michael Hill Jewellers

Rapidly increasing employment numbers: Employment in the retail and wholesale
industry is growing and is expected to continue to grow.

- 8.7 % growth in employment in retail from 208,236 to 328,107 between 2000-
2006

- Retail industry accounts for 14.4% of all filled jobs

- A recent BERL report indicates that growth in employment for the period 2005-
2011 is expected to result in an additional 250,000 full-time equivalent jobs. The
largest increase will be in the wholesale and retail trade sector requiring an
additional 46,000 FTEs™
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Constant Change

- Development and diversity of retail and wholesale markets — lifestyle, aged,
technology, e-markets, product ordering and delivery

- Increasing complexity of retail and wholesale business

- Continuous improvement in Supply-Chain processes being driven by demands of
‘globalisation’.

- Capability of enterprises, employers and employees to adjust to change and to
innovate is enhanced by appropriate training

Increased Demand for Skills and Training
- Increased skill levels required across industry
- Increased range and complexity of retail occupations
- Increased competition for trained/skilled employees
- High demand from large enterprises for skilled employees
- Higher standards expected by local and international retailers
- Growth in recognition of retail profession and career pathways
- Increased buy-in of all stakeholders to training

- Current annual training coverage approximately 1% of retail and wholesale
workforce per annum

2) There was a significant loss of employees from the position of retail manager in
the 1990s due to organisational restructuring and the hollowing out of
middle management,

Census All Retail Employees | All Retail Managers | Retail Industry Retail Managers
1996 199,992 34,323 25,971
2001 208,236 29,121 21,939
2006 238,107 32,769 23,958

According to Census figures the number of employees in the retail industry grew from
199,992 in 1996 to 238,107 in 2006 — an increase of 19% in the workforce. At the same
time the number of retail managers working in the retail industry fell at first from
approximately 26,000 in 1996 to 22,000 in 2001 and then up to @ 24,000

There has been a growth in the number of retail managers working in the retail industry
of approximately 13.9% from 2001 to 2006. This followed a 15% decline between 1996
and 2001. The 15% decline to 2001 occurred in part because many retail managers lost
their positions as a result of organisational restructuring and the hollowing out of middle
management in the 1990s. The growth in the past 5 years in retail managers indicates
that the number of retail managers has not yet recovered to 2006 levels. This increase is
a result of growth in the retail industry and the attraction of more people into retail
management positions. It also reflects the increased awareness throughout the industry
of the need for more skilled and qualified retail managers.

3) There has been an historical absence of formal qualifications and available
training associated with entry level retail as a low status career pathway.

a) For many years the retail industry was regarded as an industry that did not have
a career pathway.
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b) Retail was also seen as an occupational choice that fell to people with few other
alternatives — especially those who may not have succeeded at school —
consequently many older retail managers have few post-school qualifications.

c) This past status of retail is reflected in the absence of retail specific qualifications
in tertiary institutions. Unlike Australia or the UK, no NZ university offers graduate
qualifications in retail and few polytechnics offer diplomas related to retail
management. Management degrees and diplomas are plentiful, but retail has not
been a highly rated or visible career pathway.

d) Consequently whilst retail management has become a stable, attractive and well
remunerated occupation (see 7b), there has been, up until very recently, a
scarcity of people considering entry level employment in the retail industry as a
career pathway to retail management positions

4) There has been a continuing tight labour market with low levels of
unemployment. This has made attracting employees into retail and many other
industries difficult — there is an absolute shortage of people in the New Zealand labour
market.

5) Global Data: Information on overseas skills shortages for retail managers has been
difficult to obtain.

Australia: We could not find any published research in this area in Australia, searching
NCVER & VOCED databases and queries through Federal government’s National
Industry Skills Strategy (NISS). However evidence to indicate a national shortage of
retail managers in Australia was provided by

a) Margo Homersham, the Retail Industry Skills Specialist from the Service Skills
Council of Australia. Ms Homersham reported that the situation in Australia was the

“Same thing as NZ ... shortages of Retail supervisors/assistant managers at
Cert IIl level and Managers at Cert IV.*”

Ms Homersham made a significant comment regarding the differences that the
Australian Industry Training Strategy was having in addressing the skills shortage she
commented that:” We pump out lots of people at level at Cert Ill, but don’t progress
them”. This is not the situation in New Zealand where there is a clear progression from
level 2 to level 3 retail supervision qualifications and an increasing uptake of the
relatively new level 4 qualifications in retail management.

b) The retail industry in Australia had the 4™ highest growth rate of all industries for the
past 5 years creating 110,000 new jobs. Retail industry job growth is expected to
increase at the rate of 1.7% per annum with retail expected to contribute 18% of project
job growth to 2011-12 (128,200 jobs)®. There is increasing competition from other
industry sectors for employees, especially the resource sector, such that all areas of the
service industries are facing increasing difficulty recruiting staff.

¢) On-line job vacancies in Australia indicate a very high demand for retail managers.
For example, the CareerOne Employment website lists the following Australia wide retail
vacancies.*

Retail Occupation Vacancies
Retail Assistants 264
Retail Salespeople 237
Retail Managers 1489
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Another on-line site Job Seek (http://www.seek.co.nz) currently advertises vacancies of
3,600 retail managers throughout Australia.

In an environment where retail managers make up around 10% of the retail workforce its
indicative of the degree of demand for people in this occupational category that they
consistently constitute a much larger proportion of advertised vacancies than the larger
occupational groups of retail sales people and retail assistants.

UK:

o Personal communications with Beverly Paddy, the Skills Development Manager of
SkillSmart UK indicate that there is a shortage of retail managers in the UK — as yet
data to quantify the extent of the skills shortage and unfilled vacancies has not
been identified

0 There is a serious lack of management skills possessed by existing retail managers
in the UK. This concern and data to support it are documented in the June 2006,
SkillSmart report “A Qualified and Trained Workforce”.??

0 There is also a significant concern for future labour and skills shortages. This
concern is documented in detail in the Skillsmart publication “Stage One:
Assessment of Current and Future Skills Needs”*® (See also attached personal
communication).

Global Trends: Given the growth of global productivity and the global retail sector it is
apparent that there will continue to be an increasing global demand for, and shortage of,
skilled retail managers.

This is not a relative skills shortage: The shortage of skilled employees available to
work in the retail industry as retail managers is not a result of endemic and inadequate
provisions for training, poor wages or unattractive working conditions.

In the past 5-10 years training opportunities have increased significantly;

Wages for retail managers (as indicated in section 7b) are above the national
average and have increased more than the national average,

Contemporary retail workplaces have become attractive and trendy places to work
for potential employees, young and older.

The turn-over of employees in retail management positions is low because the
occupation is sought after and offers opportunities for personal and career
development. This is very clear from the Career Services Website survey of career
opportunities in retail management throughout New Zealand®*, and from the results of
the 2007 Skills Shortage Survey (attached)

The number of people leaving the occupation, as judged from the retirement rate of
1.5% and the turn-over rate appears to be low

The retail industry is making significant steps towards becoming an “employer of choice”
and offering professional career pathways with access at every level. The absolute
shortage of skilled and qualified retail manages is holding back this development.
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4d) Is the shortage confined to a particular region/s, or is it nationwide? Describe the
extent of the shortage in each region.

The shortage is nationwide, although it appears to be more significant in the North
Island especially in Auckland because of the distribution of population throughout
New Zealand. It is important that we are not fooled by this factor — the shortage is of
relatively equivalent concern and its impact on retail enterprises and their productivity
is apparent throughout the country. There are many more vacancies in Auckland than
in Canterbury, but this is a function of population distribution, it does not indicate that
the shortage is necessarily less acute in the South Island.

Evidence:
Survey Results

Of the 25 respondents to our survey to identify enterprises that had shortages and
experienced difficulty recruiting,

12 - that is @50% - said the problem for them was nation wide - these companies
traded nationwide.

6 indicated problems in Auckland

3 specifically mentioned Wellington

2 in Otago and 2 in Canterbury

1 in each for Taranaki and Manawatu/Wanganui
These responses indicate that the shortage is nationwide and regional.
The Distribution of Vacancies

There are several sources of information on the distribution of vacancies for retail
managers in New Zealand. They include the Department of Labour’s Job Vacancy
Monitoring Programme and data available on line at the Job Search Web-site. Some
of the Department of Labour’s data shows how the number of vacancies for
occupation of retail manager is ranked in comparison to vacancies for other
occupations. This is not an accurate indicator or job shortages for example in rural
areas or large cities many other occupations may have a higher number of vacancies
than that of retail manager. The data for retail manger vacancies is given below

On Line Recruitment Agency

The positions advertised on Job-Seek on the 6™ of August 2007 give an indication of
the distribution of vacancies nationwide.

Auckland 490
Wellington 97
Other NI 73
Christchurch 58
Other SI 35
Total 753
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Department of Labour Data — JVC Report April 2007

NZ Wide vacancies = 760 — ranked 4™ highest vacancies for skilled occupations and
19" for all occupations

Region Vacancies
Auckland 255
Bay of Plenty 48
Canterbury 94
Gisborne 3
Hawke® Bay 25
Manawatu-Wanganui 26
Northland 26
Otago 38
Southland 8
Taranaki 27
Waikato 58
Wellington 121
Marlborough 10
Nelson 13
Tasman 4
West Coast 4
Total 760

The distribution of retail manager vacancies is clearly nation-wide and in proportion
to the population in each area. Another factor that will influence the need for retail
managers in a region will be the concentration of the retail industry in that area.

Whilst this needs to be taken into consideration it is clear that:

Demand for retail managers is not limited to the main cities of Auckland, Wellington
and Christchurch — it is nationwide; and,

Retail enterprises are experience difficulty recruiting retail managers and filling
position both regionally and nationally.
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5. Training and industry initiatives

What steps are being taken by the industry and employers to address this
shortage? Include examples of training and industry initiatives.

5a) Steps to address the shortage in the short-term:

In response to the ongoing unavailability of qualified and experienced retail
managers a number of large enterprises have introduced or upgraded their
internal management training programmes to attract employees to pursue retail
management career pathways. These training programmes have been linked to
the achievement of National Certificates in Retail Supervision at Level 3, Retail
Modern Apprenticeships and National Certificates in Retail Management Level 4.
For example, Progressive Enterprises, Foodstuffs, Repco, Briscoes, Warehouse
Stationary, Mitre 10, Dick Smith, Ballantynes, Rebel Sport etc.

An increasing number of enterprises are introducing retail training programmes for
employees at the front-line to encourage the development of their skills and to
create a clear internal career pathway.

The Retail Modern Apprenticeship is being promoted throughout the industry as a
career pathway. The men’s clothing retailer Hallensteins has adopted the
programme as a key component of its store management trainee programme for
it stores nationwide

The Retail ITO is currently distributing information to 299 schools throughout New
Zealand promoting Modern Apprenticeship through the Gateway Programme

The retail industry is being promoted as a career through in schools through the
Retail ITO, the New Zealand Retailer's Association and Regional development
agencies such as the Canterbury Development Corporation.

The Retail ITO, working with its industry stakeholders, has developed retalil
qualifications at level 2, 3 and 4. The level 3 qualifications are being stranded to
take into account the need for employees with both supervisory skills and
specialised retail skills in areas such as jewellery, bicycle sales and servicing,
garden retail etc. This stranding will continue to meet the demands of increasingly
sophisticated and technological retail markets and workplaces.

Estimated apprentice and graduate trainee numbers

In the 18 months to July 2007 373 candidates achieved a National Certificate in
Retail Level 3, the majority of these in the workplace.

There are approximately 90 candidates currently enrolled in Retail Modern
Apprenticeships. This is a 3 year programme in which the first graduate trainees
have completed in the past 6-9 months.

The level 4 qualification in retail management was introduced in mid 2006. Forty
candidates have achieved the qualification since its introduction®.

A further 68 trainees for the National Certificate in Retail Management (Level 4) are
currently enrolled through the Retail ITO.
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5b) Steps to address the long-term skill shortage (if applicable):

The Retail ITO in its industry leadership role has developed, in cooperation with its
industry stakeholders, an Industry Skills Strategy and Strategic Training Plan.
The objective is to anticipate and address industry skill needs through all possible
avenues. There is a special focus on raising the awareness of young people that
retail can be a “career of choice.”

The Retail ITO and NZRA will promote the career opportunities in the retail

industry throughout secondary schools and especially through the Career
Services Website.

The Retail ITO and New Zealand Retailers Association are working in partnership
with their stakeholders to develop qualifications at Level 5 and above. These
qualifications include National Diplomas in Retail Merchandising, a Bachelor’s
Degree in Retailing, and post-graduate diplomas in retail.

Networking is currently taking place with universities in Australia (Monash &
Macquarie) and the UK (Strathclyde) to assist in the establishment graduate retail

programmes through an agency such as a New Zealand Centre of Retail Studies
and/or a university chair of retail studies.

A successful application to both the ISSL and the LTSSL will contribute to
addressing the current shortage of retail managers and enable the introduction of
suitably skilled and qualified retail managers into New Zealand workplaces to
both assist in the training and development of New Zealand employees to take up
management roles and at the same time raise the professional image of retalil
careers

6. Registration in New Zealand

A significant number of occupations on the shortages lists require registration. We
need to ensure that migrants will be able to achieve registration in New Zealand.

6a) Does the occupation require registration in New Zealand?

[] Yes

X No,goto7a

6b) What is the registration requirement in New Zealand?
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7. Appropriate employment terms and conditions

We need this information to ensure that the industry associated with the occupation
has a commitment to the provisions of New Zealand employment legislation available
to workers. It is important that the hiring of overseas workers is not being used as a
strategy to keep wages or terms and conditions of employment to a minimum.

7a) Generally, describe the policies and practices your organisation, or the
organisations this submission represents, have in place to ensure the industry
meets New Zealand employment legislation (e.g.

The New Zealand Retailers Association works to provide education, advocacy and
advisory services to its members on employment issues, consumer law, occupational
safety and health legislation and practice, the Human Rights Amendment Act (2004),
the Privacy Act and all other legislation affecting employers who are also retailers. The
information is provided through face-to-face workshops and seminars, in printed form
on the NZRA website, in newsletters and information guides that translate legislation
into an operational context. The NZRA encourages its members to educate and inform
their employees about workplace heath and safety and employment legislation

The Retail Industry Training Organisation develops unit standards in qualifications and
assists employers to provide training that is directly related to helping employees have
a high level of competency in understanding legislation and its practice in the workplace
and in the employment relationship. Many New Zealand Retailers (for example the
Warehouse Stationary Group) actively encourage employee participation in workplace
health and safety programmes and employee completion of workplace qualifications

7b) Provide detailed information on wage ranges applicable to this occupation.

The New Zealand Retailers Association survey of Retail Wages reported in January
2007 collected data from 1,227 businesses representing 2,172 outlets?®®. The results of
this survey are presented in summary below. These figures are average and median
figures; they do not show the highest and lowest wage rates.

The survey shows that for the classifications presented, the wages of retail managers
may range between $25 to $17 per hour for shop managers and from $23.86 to $13.50
for retail department managers. Retail shop managers working a 40 hour week may
earn between $52,000 and $35,360 per annum, whilst department managers may earn
between $49,920 and $28,080 per annum. Retail managers of large outlets may receive
more, and some also earn a commission based on their meeting and exceeding sales
targets.

Wages vary by industry sector and by region. The highest wages occur in the North
Island in the hardware and furnishings retail sector, the lowest in the South Island in the
toys, books and gifts sector.
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Category 1: Shop Manager who buys, supervises other employees, full responsibility
in absence of owner

Average Median
By location $19.89 to $22.28 $18.27 to $20.00
By Industry group $18.41 to $24.92 $17.00 to $22.50

Category 2: Shop manager who does not buy — single outlet supervises employees.
Owner manages stock purchasing and relationship with buyers

Average Median
By location $18.17 to $21.80 $17.00 to $19.50
By Industry group $16.67 to $22.05 $15.80 to $19.5

Category 3: Departmental Manager Applies only to large stores — supervises other
staff, probably has an involvement in stock purchasing

Average Median
By location $17.46 to $22.72 $19.12 to $23.86
By Industry group $13.17 to $22.48 $13.50 to $22.10

Wage Increase: The following table illustrates that wages for retail managers have
increased at a level above the national average in recent years

Wage Increase | 2003 2007 | % Increase | 2006 2007 % Increase
Category 1 18.67 | 20.80 11.4% 19.68 20.80 5.7%
Category 2 16.04 | 18.37 14.5% 17.09 18.37 7.5%
Category 3 15.62 | 19.34 23.8% 17.75 19.34 9.0%

The Department of Labour’s Occupational Indicator’s report demonstrates that in 2001,
the median and average incomes of retail managers were $27, 915 and $32,116 p.a.
respectively. These figures were very close to the national average across all
occupations of $27, 689 and $32, 698 respectively.

Recent data from Statistics New Zealand shows that the 2006 average hourly rate for all
occupations was $20.04 per hour and the median hourly rate was $17.00 per hour?’.
These figures indicate that the hourly earnings of retail managers have increased above
the national average across all occupation, indicating both the demand for and
increasing status of, retail managers.

7c) Provide information on employment conditions that is applicable to this occupation
(e.g. working hours, perks).

Most retail managers in New Zealand are employed on individual employment
contracts and are covered by statutory requirements for sick-leave, maternity-leave,
arrangements for holidays etc.

Turnover among retail managers in New Zealand is moderate to low. Retirement rate
is also low (1.5%) with an increasing tendency for employment and retention of
older employees. Retail management is viewed as a long term career option. There
are opportunities to move into positions that are more challenging and provide a
higher salary. Opportunities arise to go on to more senior positions at the local and
national level, such as category managers, HR managers, regional managers,
supply chain managers etc. Often retail managers go on to own their own shops.
Many of the large retail companies are national chains and can offer opportunities
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for promotion in New Zealand and overseas®.

The majority of retail managers are employed full-time. Retail managers need to be
on-site during business hours and they may have to cover late nights, week ends,
staff shortages, and busy periods such as sale times.

Retail managers may work a 40 hour week usually from 8:30am to 5pm in which one
of the 5 days may be on the weekend. Overtime is often available.

The Department of Labour’'s Occupational Index Report shows that for 2001 data
37% of retail managers worked 50 hours plus per week. More recent data is
currently not available; however it is interesting to consider that the period 1996 to
2001 saw a 15% fall in the number of retail managers from 34,323 in 1996 to 29,121
in 2001. This decline in the number of retail manages reflects the large scale
organisational restructuring and hollowing out of middle management that occurred
in the 1990s and no doubt lead to large increase in the workloads of the remaining
managers and their staff. It is interesting to consider that in the 2006 census there
has been a 14% increase in the number of retail managers, from 29,121 in 2001 to
33, 1823 in 2006 — almost back to the 1996 level. These figures clearly tell the story
of a loss of retail managers and retail management skills in the 1990s that still
needs to be addressed especially given that the retail industry has grow by an
estimated 43% since 2000.

Excellent working conditions in a retail industry that is, in many cities and regions, as
sophisticated as that found in any other developed country.

Discounts on products sold in-store.

Excellent opportunities for career progression in a diverse and technologically
sophisticated industry. A recent (2006) survey of 250 retail employees that had
gained workplace qualifications indicated that the majority saw their qualifications as
a valuable asset to be utilised in the development of their career pathway?.

Continual skills upgrading has become a competitive driver in the industry, especially
as many more multi-national enterprises have entered New Zealand'’s retail industry
in the past 5 years. These enterprises compete for employees by offering
employment in high status retail chains that have excellent standards of customer
service and bring with them sophisticated in-house employee training programmes,
that are increasingly being linked to national qualifications

A vibrant and dynamic environment in an exciting and growing industry sector.

The Department of Labour would like to thank you for
contributing to this review.
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