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Executive summary
Retailers are facing challenges and opportunities caused by disruptive
technologies. In order to succeed in this environment, we believe they
need to act now to prepare for the business of the future.
The world of work is changing. New technologies such
as robotic process automation (RPA) and artificial
intelligence (AI) have emerged with the potential to
automate many tasks which could transform retail
in the next ten years, both by replacing jobs and
augmenting the ability of the human workforce to
perform certain tasks.

Both technology and different approaches to teams
(e.g. networked teams) can help to break down these
organisational barriers so that employees can begin to
transform the way that tasks are carried out.

Retailers need to look at the problem holistically.
There is much to be gained by both increasing
the productivity of the current workforce, and
incorporating new types of contingent workers.
Every retailer is looking at how they can make their
existing workforce more productive, but only some
are looking at using automation as a solution.

1. Work and the workforce: How much work and
who/what will deliver it? Retailers cannot clearly
define what the future workforce should look like
until they have a comprehensive view of how work
is currently being done. Only then can they decide
the right balance of human and robot resources to
deliver the service their customers require.

Retailers’ profits are under pressure at a time when
they need to incorporate a number of different
sales channels and a growing number of fulfilment
options. These pressures are leading to a greater
focus on productivity, the workforce and the future
role that technology could play in either replacing or
augmenting human labour.

2. Performance and productivity: How will your
workforce drive greater value? Retailers need to
focus their investment and resources on three
key capabilities to drive significant improvement
in productivity across the business: the customer
experience, the workforce experience and analytics.

A tight labour market could increase competition for
workers at a time when costs are already rising and
productivity growth is beginning to slow.
The move to an omnichannel model requires
significant investment not only in e-commerce and
communication platforms but also in back-office
systems and ways of working. In many head offices
it has created duplication of roles with similar or
overlapping work carried out by different teams.
The ability to serve customer needs is therefore
increasingly constrained by functional structures that
create siloes and lack the flexibility to respond quickly
to changes.

We conclude by making our recommendations for
reimagining retail in three key areas.

3. Organisation and business model: How will you
need to be structured in a digital world? There is an
immediate need for retailers to begin to reorganise
their businesses around a networked team
structure, breaking down the existing functional
silos and sharing insight across the business.
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Retail: disrupted
As retailers continue to adapt to changes in consumer behaviour and
digital disruption, one key question remains unanswered: how will the
workforce need to respond?
The next 3 years will be a defining period for
UK retail and will determine who will be the winners
and losers in the longer term. We believe that it is no
longer enough to compartmentalise retail businesses
into units such as supply chain, merchandising, pricing,
logistics and customer experience. Retailers need to
rethink both their organisation and their workforce to
survive in a new world where the rules of work have
changed.

The composition of the workforce is also changing:
by 2020 millennials will make up more than half of
all workers, and by 2025 they will comprise 75%
of the workforce. Deloitte research has shown
that millennials have very different requirements
and expectations from work and their careers
than previous generations – requirements
and expectations that employers will need to
accommodate.

Humans and robots
The retail industry has changed dramatically over
the last ten years. As the share of online sales has
increased, many retailers have found that they have
excess retail space resulting in the closure of 40,000
stores since 2006, according to the British Retail
Consortium (BRC).1

Addressing the retail profitability challenge
As highlighted in Deloitte’s The Retail Profitability
Challenge, margins are shrinking and a perfect storm
of cost pressures, combined with declining consumer
confidence and digital disruption are challenging
profitability.3 In the report we argued that there are
three ways retail businesses should respond to the
challenges they face: create real engagement with
customers, adopt greater ‘speciation’ and focus on
innovation. Each requires changes in the way that
retail work is carried out and therefore has an impact
on the workforce.

With their businesses changing, the work they expect
their employees to do will also need to change. For
example, new delivery models will require a different
kind of organisation to support them and technology
will undoubtedly play an important role in driving
efficiency and reducing costs. However, will it be used
to replace or augment the human workforce?
There are two sides to this debate. There are those
who believe that many jobs will be lost as the tasks
that constitute those jobs are automated. Others
argue that while some jobs will disappear new jobs will
emerge as historically technology has proved to be a
net creator of employment.2
While many retailers are looking at how they can
automate tasks, using technology like robotic process
automation (RPA) and artificial intelligence (AI), every
retailer is looking at how they can make their existing
workforce more productive.

Changing consumer expectations
Deloitte research shows that across the shopping
journey, from finding inspiration to completing a
transaction or sharing the experience with others,
consumers have many paths to purchase.4
Our research also highlighted that consumers were
now making more product purchases online (48%)
than in-store (45%). As a result retailers are being
forced to focus their efforts and investments on
developing the capabilities to sell across channels
while transforming their operating model to
serve a market of ‘one’ and offer customers more
opportunities to personalise their experience.
For the retail workforce the shift in the focus from
selling a product to delivering an experience requires
some adjustment to traditional roles as well as the
use of technology to enable more personalisation to
improve the customer experience.
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The changing employee experience
For most UK retailers omnichannel – where the focus
is on delivering a seamless consumer experience
regardless of which shopping channel they choose –
remains an aspiration as they struggle to implement
the required changes to systems and infrastructure.
The move to an omnichannel model requires
significant investment not only in e-commerce and
communication platforms but also in back-office
systems and ways of working. In many head offices,
it has created duplication of roles with similar or
overlapping work carried out by different teams.
The ability to serve customer needs is increasingly
constrained by functional organisation structures that
create siloes and lack the flexibility to respond quickly
to changes. Both technology and different approaches
to teams (e.g. networked teams) can help to break down
these organisational barriers so that employees can
begin to transform the way that tasks are carried out.

The move to an
omnichannel model
requires significant
investment not only
in e-commerce and
communication platforms
but also in back-office
systems and ways of
working.

Managing the change
Retailers can use disruptive technology and manage
the change required to reinvent retail from both the
customer and employee perspectives. There are three
key questions that retailers need to answer:
Work and the workforce: How much work
and who/what will deliver it?
Performance and productivity: How will
your workforce drive greater value?
Organisation and business model:
How will you need to be structured in
a digital world?
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The changing world of retail work
A tight labour market could increase competition for workers at
a time when costs are already rising and productivity growth is
beginning to slow.
UK retail in context
In 2016, UK retail sales stood at £340 billion for
an industry that employs nine per cent of the UK
workforce (3.2 million jobs) and contributes £93 billion
of Gross Value Added (GVA) to the UK economy.
UK retail is a broad and diverse industry that includes
many small independent businesses along with some
of the UK’s largest and most prestigious brands.

However, the sector remains highly fragmented, with
a large number of small businesses; in fact our
analysis has shown that the top 100 UK retailers
employ 47% of all retail workers and operate only
24% of stores.
The battle for talent
With the employment rate at a recent high (see
Figure 1) and vacancies on the rise (see Figure 2)
a tight labour market is making it increasingly hard
for retailers to find the right skills.

Figure 1. Employment rate
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Retailers are also concerned that any restrictions on
freedom of movement resulting from the ongoing
Brexit negotiations would be likely to reduce the pool
of available workers further and put more upwards
pressure on staff costs.
Rising staff costs are already forcing many retailers
to look very closely at how they currently operate
and explore if there are any ways to reduce costs
or improve efficiency and productivity. In the last
18 months, UK retailers have announced more than
8,000 job losses across a number of store-based and
back-office roles, with more than 5,000 of those in the
first half of 2017.5

Costs are rising at a
faster rate than sales
which is focusing retailers’
attention on increasing
productivity.

To some extent job losses at traditional store-based
or multichannel retailers are offset by the expansion
of online retailers.6 However, with the UK retail sector
being predicted to lose 900,000 jobs by 2025, the size
of the workforce is likely to reduce in size.7

Figure 2. The battle for talent
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Increasing productivity
Costs are rising at a faster rate than sales which is
focusing retailers’ attention on increasing productivity;
however, productivity in the retail sector is already
relatively high and has been growing (see Figure 3).
Productivity in the retail sector has increased over the
last three years, often outperforming the UK economy
as a whole. However, growth has slowed in the last two
quarters, reflecting increasingly challenging conditions in
the overall market.
With pressure from weakening demand and new
competitors it is unlikely that retailers will be able to raise
prices and inflate their way out of the squeeze on profits.
Critics of the focus on productivity such as former
Sainsbury’s CEO Justin King argue that a focus on
productivity will inevitably lead to a focus on job cuts:
“…one of the consequences of productivity is less people
producing the same output. Companies will invest in more
productivity and as a consequence there will be less jobs”.8
Augmenting humans
In 2015, Deloitte commissioned a study by leading
academics at Oxford University on the impact that
technology would have on jobs in the UK economy.
The findings suggest that the retail sector has the
highest proportion of jobs at risk from automation.9
Automation will impact all areas of the business.

For example, improvements in cognitive capability
and robotic dexterity, combined with a fall in the cost
of hardware and implementation, mean that robots
are now increasingly used to organise and prepare
stock for shipment.10 Some retailers have adopted
technology in warehouses very effectively, optimising
automation and machine-human collaboration.
Store-based retailers have embraced digital
technology and analytics to help increase efficiency,
reduce labour costs and increase profitability by
improving the proportion of sales at full price. Selfservice checkouts have been widely adopted and have
significantly reduced the need for cashiers in stores.
Many businesses in the retail sector collect large
amounts of customer data through loyalty schemes and
other sources which they use to help them understand
shopper preferences and behaviour. These consumer
insights help them make better decisions on store
locations, stock allocation, staff levels as well as enabling
them to deliver automated and personalised promotions
and marketing campaigns.
Another area of investment activity has been robotic
process automation (RPA). Initially focused on backoffice tasks in the finance and HR functions, retailers
are becoming more sophisticated in their use of RPA
and AI in engaging with consumers. Deloitte’s point of
view is that in the long term AI will enable work to be
reconstructed and reconceptualised, but for now the
focus seems to be on automating current processes to
make incremental gains in efficiency.11

Figure 3. Retail productivity
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Future-proofing retail
The changing nature of work requires retailers to consider what
their future workforce will look like and how they can use technology
to capitalise on the opportunities this change will bring.
Retailers’ profits are under pressure at a time when
they need to incorporate a number of different
sales channels and a growing number of fulfilment
options. This is inevitably leading to a greater focus
on productivity and the workforce, and the future
role that technology could play in either replacing or
augmenting human labour.
Work and workforce
Roles in the retail sector have a significant chance
of becoming automated by 2025. This includes both
internal roles as well as wider roles within the retail
operating model across all the major functions.
Defining how much work and who/what will deliver
this is going to be critical to enable retailers to
change and evolve their workforce in the right way.
For example, retail sales assistants’ roles have a
93% chance of automation and retail cashiers and
checkout operators have a 97% chance of automation,
according to Deloitte’s own analysis, as more orders
and payments are made online, even in-store.12

Merchandisers’ roles have a 51% chance of being
automated as AI will play an increasingly important
role – alongside human insight in planning in-store
design and managing stock allocations as well as
tracking price changes.

Defining how much work
and who/what will deliver
this is going to be critical
to enable retailers to
change and evolve their
workforce in the right
way.

 Job roles

Figure 4. Key retail functions and job areas
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The following tables illustrate how some key roles within retail businesses are likely to change in the future and
highlights some of the new roles that will need to be created.
Figure 5. Four examples of how roles in retail will change

STORE MANAGEMENT

CUSTOMER SERVICE

LOGISTICS

BUYING/MERCHANDISING

PRESENT
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•• Buyers work with designers and select the
products they want to sell based on future trends
and predictions.
•• Merchandisers analyse supplier costs and will
budget according to retailer’s requirements.
•• Very limited use of automation.

FUTURE
•• AI-assisted design will be used to make accurate predictions
of future trends and demand.
•• Merchandisers will use AI to track demand, reduce waste and
accurately predict demand for each product.
•• Buyers and merchandisers will provide insight around highly
automated processes.

•• Stock units are allocated to stores based on their
predictions and limited use of historical sales data.

•• Stock will be allocated automatically based on predictive
algorithms.

•• Customers typically visit a store to purchase
items requiring significant in-store inventory.

•• Employees spend less time restocking shelves as there is
less reliance on instore inventory to fulfil customer orders.

•• Stock needs to be frequently replenished.

•• Increased number of warehouse employees to manage
greater volume of online orders.

•• Inventory has to be manually allocated to
each store based on historical sales data and
predictions.

•• As customers more frequently shop across different channels
it is important to have more locations that hold stock.
•• Increased communication between staff instore and at the
e-commerce warehouse as there is an increased demand for
click and collect services.
•• AIs can analyse data on stock flows, inventory and external
factors like the weather and traffic to more accurately
predict demand and reduce the amount of time any location
is out of stock.

•• Shop assistants serve customers at cashier desks
– basic technology skills required.

•• Store staff will need digital skills to use tablets, payment
apps and social media in increasingly connected stores.

•• Cash and card payments authorised via the store
assistant.

•• Sales assistants will be knowledgeable about products
and customers, offering personalised discounts and price
matching, driven by online price transparency.

•• Returns and exchanges are manually processed.
•• Store assistants manage and arrange large
quantities of stock in the store.

•• Sales assistants are responsible for providing
a customer experience, rather than simply
processing payments.

•• Managing the overall functioning and day-to-day
operations of the store.

•• Omnichannel management i.e. managing click and collect
stock, processing online orders in-store.

•• Store managers will be responsible for meeting
targets, generating profit and minimising costs,
which will include maximising in-store space to
generate sales.

•• Store managers will place a greater emphasis on the
customer experience rather than inventory levels and
profitability.

•• The store manager will be in contact with many
customers, but this may not always be a priority.

•• Technology is essential for the future store. Store Managers
must invest in better training and high quality in-store
technology.

Source: Deloitte
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Many roles will change in the future retail workforce: some will disappear as a result of automation while others
will be created.
Figure 6. New roles for retail

ROBOTICS ENGINEER
Retailers will increasingly use robotics in their operations to cut costs and increase
efficiency.
By 2019, 30% or more of the world’s leading companies will employ a Chief Robotics
Officer; however, more than 30% of jobs in robotics will remain vacant due to
capability shortages.
Retailers need to recruit software and hardware engineers to meet their growing
need for robotics.

SOCIAL MEDIA
REPRESENTATIVES
DATA AND ANALYTICS
Retail is increasingly reliant on data insights
to enhance the consumer experience and
service.
The use of analytics allows retailers to
interpret vast amounts of data, provide
better targeting of customers and increase
sales and profitability.
Retailers will place a greater emphasis on
recruiting analytics and data specialists to
ensure they can generate the most value
from the data they are collecting.

Social media has become a key
communication channel between retailers
and their consumers.
Retailers need to focus more of their
marketing and communications resources
on the relevant social media platforms to
remain competitive.
Social media skills and digital capabilities
are key skills for retailers as they look to
increase engagement with consumers.
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Performance and productivity
As the make-up of the workforce changes to reflect
these new roles, it will be increasingly important that
the retail workforce focus their attention on the right
areas, feel committed to the brand they represent,
and that they have the tools and insights they need to
do valuable work.
With this in mind we believe that retailers need to
use digital capabilities to move them into the new,
future era of business. This transformation requires
understanding the customer, as well as the operations
needed to connect the customer and business.
Retailers should focus on defining and delivering three
key capability areas:
1. Define customer experience: Understanding and
delivering against the brand’s ‘customer promise’
across the entire value chain, as well as designing
products, services, experiences and offers to fulfil
that promise.

2. Rethink the workforce experience:
The emphasis here is on the changing nature of
how talent is sourced, deployed and supported.
Creating a positive employee brand and workforce
experience will be key to attracting and retaining
the best talent; this needs to be recognised by the
business and cannot be seen by leadership teams
as “nice to have”. Furthermore, as the reliance
on contingent and on-demand specialists grows
(those not actually employed permanently), having
the right workforce experience will become even
more critical to having a strong internal culture and
workforce for these individuals to slot into.
3. Use analytics: There needs to be an organisational
shift from reporting history towards predicting
outcomes and prescribing action. Retailers need to
establish clear ownership for data, and identify how
the data generated across the business ecosystem
can be used to inform decision making and shape
future outcomes.

The gig economy
Research from the Chartered Institute of Personnel
& Development (CIPD) suggests that 1.3 million
workers or 4% of the UK workforce is employed in
the gig economy. The flexible workforce is set to
expand significantly, according to the CIPD as 12%
of those who currently do not participate in the gig
economy said they are thinking about trying it in
the next 12 months. Only a relatively small
proportion – 14% – of those working in the gig
economy said that they were doing so because
they could not find a permanent job.
The flexible workforce has a key role to play in the
retail sector not only in retail operations but also in
delivery and fulfilment. A number of third party
logistics companies such as Yodel and Hermes
operate large workforces of self-employed flexible
workers (8,000 and 10,500 respectively). Retailers
have also embraced these services to help mitigate
the rising cost of the range of flexible fulfilment
options they provide.
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An example of a service designed for the flexible
workforce is Amazon Flex. Amazon Flex offers a
service which it describes as a way “for Delivery
Partners to turn free time into supplementary
income”. It gives them the opportunity to sign up
for blocks of time and collect parcels from Amazon
delivery stations and deliver to consumers in their
homes. Drivers can earn up to £12-£15 per hour
although much depends on the location of the
delivery drops and traffic conditions. All drivers
need to join the service is a vehicle and an android
or iOS phone and some free time. The
crowdsourcing of delivery staff has been a key
enabler of Amazon’s two-hour delivery and
Amazon Prime Now services.13
In 2016, there were 76,000 people working on zero
hours contracts in the wholesale and retail
industry representing 8.4% of the workforce, up
9,000 on the previous year.14
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Organisation and business model
Finally in order to respond to this changing world, we
believe that there is an immediate need for retailers
to begin to reorganise the business (or parts of the
business) around the concept of ‘networked teams’
which are autonomous, self-directing units that work
to achieve an agreed business objective or ‘mission’.
Networked teams are made up of multidisciplinary
experts from across all functions and operate free
from the constraints of specific organisational
guidelines.
Developing such a model would also mean
that retailers need to adopt more responsive
organisational characteristics. These include:
•• Be nimble, agile and flexible: manifested by not
having rigid organisational structures and being
able to adapt to changes with minimal disruption.
Competition no longer just comes from other large,
well-known retailers and relative size no longer
guarantees success. Strategic objectives may need
to change quickly, and retail organisations need to
be able to realign their people resources as quickly.
•• Be disruptive: successful retailers will not just
react passively to changes in the market; they will
drive innovation, spot the gaps in the market and
create game-changing products or experiences to
fill this space. This requires a culture of challenging
the status quo, launching new products and
offerings often, and learning quickly from customer
responses.
•• Being insight driven: from cell phone GPS signals
to social media posts and abandoned online
purchases, big data provides valuable information
which retailers must harness. Using their analytical
capabilities to make sense of this wealth of data,
retail organisations must change the way they do
business towards making real-time, fact-based
decisions.

•• Operate an open system organisation:
comprised of a mix of fixed and structurally flexible
organisational components and designed to deliver
for customers. In practice this could mean bringing
together an ecosystem of suppliers, other retailers
and non-retail businesses working in partnership to
deliver what customers need and want.
•• Encourage continuous learning: the need to
acquire knowledge and skills constantly becomes
integral to responding successfully to ever-changing
environments and an increasingly diverse workforce.
•• Adapt to change: continuous innovation and less
structured organisational designs will mean that
businesses are continually changing and at a more
rapid pace than today. Retailers need to recognise
this and encourage the adoption of positive
attitudes towards change, as well as support the
workforce in this new way of working.

Networked teams
are made up of
multidisciplinary experts
from across all functions
and operate free from
the constraints of specific
organisational guidelines.

11

Shop for tomorrow’s workforce | Retail productivity

Creating the future retail workforce – a to-do list
In summary, for retailers to overcome the challenges
they face and capitalise on the opportunities that
disruption is creating, we believe they need to start
preparing now for the business of the future. The
world of work is changing. New technologies such
as RPA and AI have emerged with the potential to
automate many tasks which could transform retail in
the next ten years, both by replacing some jobs and
by augmenting the ability of the human workforce to
perform others. However, retailers need to look at the
problem holistically, there is still much to be gained by
increasing the productivity of the current workforce,
and incorporating new types of contingent workers.
Below are our recommendations for reimagining the
retail workforce.
 ork and the workforce: How much
W
work and who/what will deliver it? Retailers
cannot clearly define what the future
workforce should look like until they have a
comprehensive view of how work is currently
being done. Only then can they decide the
right balance of human and robot resources
to deliver the service their customers
require.

Performance
and productivity: How
will your workforce drive greater value?
Retailers need to focus their investment
and resources on three key capabilities to
drive significant improvement in productivity
across the business: the customer
experience, the workforce experience and
analytics.
 rganisation and business model: How will
O
you need to be structured in a digital world?
There is an immediate need for retailers to
begin to reorganise their businesses around
a networked team structure, breaking down
the existing functional silos and sharing
insight across the business.
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In summary, for
retailers to overcome
the challenges they
face and capitalise on
the opportunities that
disruption is creating, we
believe they need to start
preparing now for the
business of the future.
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