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Retailers may need to
boost wages to deliver a
good customer
experience

Article

The landscape: While retailers struggle to keep costs in check, they’re also having to consider
raising wages to attract and retain workers given the tight labor market. Moreover, without
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adequate staffing, they may not be able to deliver a quality customer experience.

" That’s why Walmart, the largest private-sector employer in the US, is increasing its starting
wage 17% to $14 per hour from $12 next month, per a company blog post.

" Itisalso investing in higher wages for its current employees; its hourly average will rise to
$17.50, up 2.9% from last summer, and 6.7% more than in September 2021, per Bloomberg.

Merchants that fail to boost wages can face significant challenges.

" For example, hundreds of UK Amazon workers on Wednesday staged their first-ever strike.
The retail giant failed to “give workers a proper pay rise,” said Stuart Richards, senior
organizer of the GMB Union, in a statement. Amazon in December had offered workers a 50
pence-per-hour increase in pay.

Workers have leverage: While the labor movement is losing momentum, workers continue to
have significant leverage over employers given that the unemployment rates in the US, UK,

and continental Europe are near all-time lows.

* The US unemployment rate is 3.5%, and 3.6% among retail and wholesale workers, per the US
Labor Department.

* The UK unemployment rate is 3.7%, per the UK’s Office for National Statistics.

" The EU unemployment rate is 6.0%, per Eurostat.
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https://content-na1.emarketer.com/labor-movement-loses-momentum?_ga=2.111726086.304553197.1674485136-1500176145.1671047263&_gl=1*12isppg*_ga*MTUwMDE3NjE0NS4xNjcxMDQ3MjYz*_ga_XXYLHB9SXG*MTY3NDY2NDk0OS45Mi4wLjE2NzQ2NjQ5NDkuMC4wLjA.
https://corporate.walmart.com/newsroom/2023/01/24/continuing-to-strengthen-our-jobs-and-invest-in-our-people
https://www.bloomberg.com/news/articles/2023-01-25/amazon-workers-set-for-unprecedented-uk-strike-on-wednesday
https://www.gmb.org.uk/news/amazon-workers-stage-first-ever-uk-strike
https://www.bls.gov/news.release/pdf/empsit.pdf
https://www.ons.gov.uk/employmentandlabourmarket/peoplenotinwork/unemployment/timeseries/mgsx/lms
https://ec.europa.eu/eurostat/statistics-explained/index.php?title=Unemployment_statistics#:~:text=Euro%20area%20unemployment%20at%206.5%20%25%20in%20November%202022.&text=EU%20unemployment%20at%206.0%20%25%20in%20November%202022.&text=This%20article%20presents%20the%20very,area%20and%20individual%20Member%20States.

Retail and Wholesale Unemployment Rate
Us, 2012-2022

18

17.1%
1"
&.2%
3.6%
-]
RN e R e N A R R R R
T e, Tmn, T, T, Tm, TE, e, Th T, TR, TR, TR M TR Tm, Tm, T, e, e
ARAASEMAET S EIFARANSMNBegeIoOaRA
—

Source: US Bureou of Lobor Statistics

eMarketer | Insiderintelligence.com

Retailers respond: The tight labor market has driven several retailers to make worker-centric
changes.

" In addition to Walmart, several other companies, including Amazon and Starbucks, have
increased wages, added benefits, and improved working conditions to attempt to counter
workers’ unionization efforts.

" Meanwhile, others are adjusting the way they operate. For example, Home Depot recently

rounding workers’ total shift to the nearest 15 minutes.
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" Walmart also recently rolled out new job opportunities via initiatives such as its Associate-to-
Driver Program that pays supply chain and store associates to earn their commercial driver's
license and become a Walmart truck driver earning up to $110,000 in their first year.

The big takeaway: Consumers aren’t willing to put up with a subpar customer experience.

" Ensuring that stores and distribution centers are adequately staffed with well-trained workers
is one simple step retailers can take to keep shoppers satisfied.

* While boosting wages isn't cheap, retailers need to view the increased costs as an investment
that can help reduce their churn rates.

Aspects of Poor Customer Experience According
to US Adults, Feb 2022
% of respondents

It takes me multiple attempts to get a simpl to my question

21% 12% 7%

Having to wait on hold when trying to speak to a customer service
representative
14% 12%

When talking to a bot, it does not understand me, resulting in, "Sorry, | don't
understand"

Not allowing me to reach out on my preferred channel (told to "email
instead")

The company does not understand my interests and instead "mass-markets"
me

M 1—most frustrating H: ms W4 W 5—least frustrating

Naote: ages 18-75; numbers may not add up to 100% due to rounding
Source: Verint, "The 2022 State of Digital Customer Experience," June 15, 2022
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This article originally appeared in Insider Intelligence’s Retail & Ecommerce Briefing—a daily
recap of top stories reshaping the retail industry. Subscribe to have more hard-hitting

takeaways delivered to your inbox daily.

" Areyouaclient? Click here to subscribe.

" Want to learn more about how you can benefit from our expert analysis? Click here.
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