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Executive Summary

Tourism?, (with the overlapping elements within the hospitality industry) is currently one of the Welsh
government’s priority sectors, encompassing over 10,000 enterprises (comprising more than 10% of all enterprises
in Wales) with around 98% of these being SMEs and nearly 80% having fewer than 10 employees. Around
110,000 people in Wales are employees in the tourism industry. Over 60% of these are employed in SMEs and
over 20% in firms employing fewer than 10 people. This is around 9.5% of employment. Tourism generates
around £6.8bn in turnover (around 40% from SMEs and over 20% of this from those employing under 10 people)
and 6% of the total GVA (Gross Value Added) for the Welsh economy.

Wage levels in tourism, however, are only just over 75% of the Welsh average. Similarly, GVA per hour worked
is just under 70% of the Welsh average. When one also considers the size of the retail sector, then retail, tourism
and hospitality (RTH) in Wales is a major element of the Welsh economy, particularly in terms of employment,
but also turnover and GVA.

The literature on this topic suggests that:

e More informal training that is provided in SMEs is often seen as more appropriate and relevant to the
company and thus more efficient in increasing SME performance.

o Employers have a key role to play in driving and investing in employee training and development but because
employers tend to focus on job-specific, in-house training. This limits the lifelong learning agenda to their
human capital, which is the development of knowledge, motivations and skills levels.

e There is also a general consensus in the literature that training investments by SMEs are significantly lower
than those of larger firms.

e Intourism and hospitality, there has also been a tendency to have high levels of recruitment and low levels
of training.

o Retail employers face considerable training challenges because of the high proportion of part-time workers,
higher than average staff turnover and poor image as a career destination, particularly for well-qualified
employees.

¢ Regional tourism and hospitality industries also suffer from a skills shortage. The sector has a poor reputation
as an employer and this impacts on its ability to recruit skilled employees.

e There are socially constructed barriers and influencing factors that do not make SMEs in the hospitality
industry seem attractive first employment options, particularly for graduates. This suggests that courses need
to change in order to embed the option of SMEs as career choice.

e In general, a mixed picture is presented with different types of training having greater or lesser beneficial
effects on business outcomes. More formal training types that have the most beneficial outcomes in the
longer term are often those less likely to be implemented, due to issues over staff retention and lack of
resources.

e There is a need to examine issues of recruitment and training, individually and in comparison with other
sectors.

This report examines issues directly and indirectly related to skills and qualifications in SMEs undertaking their

business activity in the fields of retail, tourism and hospitality (RTH) in Wales, and compares this with non RTH

firms. Despite the relative low (104 firms, 35 RTH and 69 non RTH) number of respondents, they were found to
be statistically representative and the analysis has been able to determine that:

e RTH and non RTH firms have broadly similar employment levels, business objectives (such as new or
improved products / services / processes, employment growth, sales, turnover, profit and export growth) and
strategies to meet those objectives.

e RTH and non RTH firms do not appear to have major problems in terms of recruiting staff, or recruiting staff
with the skills levels they require.

1 http://gov.wales/statistics-and-research /priority-sector-statistics /?lang=en
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Generally, RTH and non RTH firms do not appear to be using recruitment as a way of reducing skills
shortages.

RTH firms are significantly less likely (than non RTH firms) to use recruitment to increase skills.

RTH firms are more likely to utilise externally focused strategies (identification of new markets / marketing
activity, networking, development of new products and services, e-commerce) to meet their business
objectives.

For RTH firms it is external skills shortages (related to networking, sales and marketing) which are of most
relevance in affecting their ability to meet their business objectives.

RTH firms are also more likely to utilise external sources of training (such as from FE / HE) as substitutes
for internal training in generating more efficient internal labour outcomes (such as increased productivity,
motivated workers, better working environment, increased profitability, greater loyalty to business, increased
innovation) from training.

For RTH firms, external sources of training are particularly relevant in order to generate increased beneficial
external outcomes (for instance, exporting / increasing number of visitors attracted from overseas) from
training.

For RTH firms in particular (though not confined to them), FE/HE institutions are used less frequently than
other sources of training. They do appear to be an important component of many of the “recipes” (groups of
variables which together generate outcomes) identified as important in explaining positive training
outcomes.

Positive training outcomes are generated where FE/HE training is a source of training, and an absence of
FE/HE training is linked to an absence of positive training outcomes.

In terms of future policy for RTH firms, these results suggest that:

Although RTH firms place less direct emphasis on training generally, specific areas for RTH training policy
to focus upon can be identified. In particular those related to the identification of new markets, marketing
activity, networking and ecommerce, as well as the development of new products and services.

There is a strong role for Further Education (as well as Higher Education) in developing courses (which will
be formal, accredited courses with transferable qualifications) for promoting exporting / selling to overseas
customers, even if they do have the internal capacity for training.

FE / HE courses (which will be formal, accredited courses with transferable qualifications) should be
developed to benefit SMEs who lack the capacity for internal training.

There is a need for RTH policy that first analyses the capacity of the SME, and then offers targeted and
specific courses. Courses that focus on issues such as the identification of new markets, marketing,
networking and e-commerce in particular, complemented where necessary by distance learning.

ii



ColegauCymru Research Project: Survey of Skills and Qualifications in Wales

ColegauCymru Research Project: Survey of Skills and Qualifications in Wales

1. Introduction

Utilising government figures?, tourism (with the overlapping elements within the hospitality industry) is currently
one of the Welsh government’s priority sectors. Recent statistical analysis indicates the sector has over 10,000
enterprises with around 98% of these being SMEs and nearly 80% having fewer than 10 employees, accounting
for over 10% of all enterprise in Wales. Tourism also has around 110,000 employees in Wales (over 60%
employed in SMEs and over 20% in firms with fewer employing fewer than 10 people), which is around 9.5% of
total employment.

Tourism generates around £6.8bn in turnover (around 40% from SMEs and over 20% of this from those
employing under 10 people) and 6% of the GVA (Gross Value Added) for the Welsh economy. Wage levels in
tourism, however, are only just over 75% of the Welsh average, whilst GVA per hour worked is just under 70%
of the Welsh average.

When one also considers the size of the retail sector, then retail, tourism and hospitality (RTH) in Wales
encompass important elements of the Welsh economy in terms of employment, but to a much lesser extent
turnover and GVA. There is a clear need therefore to develop policies that will assist in improving productivity
in Wales’s RTH sectors.

Evidence, such as Popescu’s (2011) survey of 117 Small and Medium Sized Enterprises (SMES) in
Romania and Spain, finds that even in difficult economic conditions improved SME development and
performance can be achieved by learning and knowledge-based activities. Huang (2001) also found that
businesses with more sophisticated training systems and strong management support for training, tended to have
more effective training interventions in terms of outcomes. Saa-Perez’s (2012) study of 139 SMEs, also concluded
that when training interacts with the knowledge assets of the firm, its effect becomes both positive and highly
significant.

For SMEs, however, formal training often tends to be seen as something needed to fulfil an employer’s
statutory duty, as small business owners and managers tend not to make the link between formal training and
improved profits (Lange et. al.,2000). Development of higher levels of human capital are, therefore, of potentially
great importance for RTH firms, particularly given the EU lifelong learning agenda which has seen investment in
human capital as critical to the creation of a more flexible and adaptable workforce (Dion, 2005).

Since the 1990s, international organisations such as the Organisation for Economic Co-operation and
Development (OECD, 2002) and bodies such as the EU have played a central role in shaping the lifelong learning
agenda. The dominant approach has been strongly influenced by the emphasis on lifelong learning as an
investment in the development of human capital (Ahlgren and Engel, 2011).

Within Wales, the skills agenda has been framed by the launch of Welsh Government’s (2014) National
Policy Statement on Skills and its associated Skills Implementation Plan (2014), which called for the
establishment of three Regional Skills Partnerships across Wales. This process took place within the context of
the emerging priorities for the utilisation of the European Strategic Investment Funds (2014-2020) and European
Social Funds.

The National Strategy for the Tourism Training Forum for Wales was also charged between 2003 and
2006 to develop a national strategy to enhance quality, relevance and take-up of training and education within
tourism businesses in Wales. An independent evaluation of the work of the Forum (Shared Intelligence, 2006)
found that it did not have the necessary intensiveness of interventions to achieve significant behavioural impact,
nor was it particularly successful at recruiting significant exemplar businesses that would engage with the project.

The project did demonstrate, however, that there was a clear need and a business market for innovative
dissemination of relatively low-intensity support and guidance for training in the tourism sector in Wales, if this
could have been reinforced by local networking and implementation support. Given this background, it is therefore
of vital importance to evaluate the role and importance of skills, training, qualifications and recruitment in Welsh
RTH, identifying both key issues and also future policy potentials.

2. Literature Review

2 http://gov.wales /statistics-and-research /priority-sector-statistics /?lang=en
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Jones et al.(2013) highlighted that SME managers/owners are very able to identify the value of different training
methods on their business performance. The methods they most strongly associated with improved business
performance were: somebody within the workplace providing training; learning by doing or in-house training by
staff; training by a private training provider outside of the workplace; and e-learning. Still valued, but less so,
were: learning at a local college, and private in-the-workplace training. Less important or not contributing factors
included: through a government programme; learning through a local college but within the workplace; and
distance learning.

Ashton (2007) found that the more informal training that is provided in SMEs is often more appropriate
and relevant to the company and thus more efficient in increasing SME performance. There is also a general
consensus in the literature, however, that training investments by SMEs are significantly lower than those of larger
firms (Antonioli and Della Torre, 2016).

There are several reasons for this difference, including the price and opportunity costs associated with
training, financial constraints and the risk that training may increase the outflow of trained employees (Storey &
Westhead, 1997; Sadler-Smith, Sargeant, & Dawson, 1998; De Kok, 2002; Hoque & Bacon, 2006). The interview
data gathered by Jones et al. (2013) also illustrated, however, that training in SMEs had a low priority, almost
irrespective of the understanding that it could bring value to the business. This, they argued, is not only due to
daily work pressure, but also to a ‘conservative attitude’ of owner-managers.

Jameson (2000) also suggests that the secondary labour market, characterised by small firms. “...with
low capital to labour ratio, low productivity and small scale production, where training opportunities are often
limited” was typical of the tourism and hospitality sector. There are also differences that exist between various
economic sectors. Green et al.(2003) suggested that service firms tend to require more general skills and therefore
find it easier to collaborate than those in manufacturing. The prevailing market situation also has a major impact,
and in some industries providing training can be seen as a way of retaining workers in a competitive labour market
situation.

Ahlgren and Engel’s (2011) 12 case studies of SMEs in England and Scotland noted that employers have
a key role to play in driving and investing in employee training and development. They state, however, that
employers tend to have a focus on job-specific, in-house training that limits the lifelong learning agenda to the
development of human capital.

Wilson et al.(1998) also argued that the predominance of low pay in the secondary labour market means
that managers may not be fully committed to developing their workforce. Allan et al. (2001) propose that an
additional factor can be the absence of internal labour markets in small firms i.e. the smaller the firm the more
crisis driven their approach to training. Green et al. (2003) unsurprisingly therefore claim that the size of a
business has a consistently strong positive effect on willingness to provide training.

In terms of RTH firms specifically, research undertaken in the East Midlands retail sector by Hart et al.
(2007) found that retail employers face considerable training challenges in that retail employs the highest
proportion of part-time workers, suffers a higher than average staff turnover and has a poor image as a career
destination, particularly for well-qualified employees. They argued, therefore, that the industry’s negative image
was also felt to significantly impact retailers’ ability to recruit and compete for long-term staff with the necessary
skills, thus inhibiting future productivity. Their respondents also reported a general frustration that the need for
retail skills was not fully appreciated by potential employees.

For tourism, Dewhurst et ald €007) work undertaken for Telford and Shropshire Marketing Partnership
found that although small businesses were critical to the tourism destination offer, the ability of SMEs to deliver
a quality product depended on them having a well-trained workforce. They identified, however, that the regional
tourism and hospitality industry suffers from a major skills shortage, which they argued may also be due to the
poor reputation the sector has as an employer and the effect this has on its ability to recruit skilled people.

Finally, for the hospitality industry, Nachmias et ald €2014) qualitative evaluation of hospitality
students’ perceptions towards SME employment, supports this conclusion. It identifies socially constructed
barriers and influencing factors that do not highlight SMEs in the hospitality industry as an attractive first
employment option, particularly for graduates. Nachmias et alargued that courses need to change to embed the
option of SMEs as career choice. Stefanos et al. (2014) supports this finding more generally.

The evidence for RTH firms therefore suggests that there are clear problems in relation to training, and
that these are also related to intertwined recruitment issues that may themselves be linked to the types of skills
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training on offer. For example, Fuller and Unwin (2006) argue that although informal training enhances the SME’s
knowledge capital, it also creates the risk of focusing on job-specific skills rather than facilitating employees'
individual career progression by offering portable skills and qualifications. Conversely, Hart e t 42007)06 s
research noted that their respondents identified that future demand for graduate-level ICT skills might increase as
more retailers gained internet presence and increased usage of software and systems in store and for stock
management.

Wilsone t  @1998) §tusly of contract catering in Northern Ireland also found the majority of contract
catering managers have practical skills, such as food production and food service, rather than more formal or
higher level qualifications. Bush et al.(2009) in their study of the catering industry in the UK found that providing
short, interactive health and safety workshops and easy-to-use training materials to owners/managers of small
restaurants often leads to improvements in the workplace.

Roman et  §002) desearch in retail also found that whilst on-the-job training is one of the most
effective methods of training salespeople, they also identified that it is important to combine this method with
others including in-house training but also external training, in order to equip the salesperson with the necessary
product knowledge, market and company information. Hart et al. (2007) found, however, that spending by retail
organisations on training consistently lags behind that of other sectors of the economy. Training was highly
dependent on management knowledge, time and skill in cascading their knowledge down to the trainees. In their
research, in-house training comprised, mainly of till training, customer service and stock management and was
most popularly used for induction. External training (mainly delivered by private providers), however, was mainly
used for legislative purposes such as health and safety, first aid, employment law, or technical product knowledge.
They also found that awareness regarding the provision of public qualifications-based training provision was
relatively low.

Parker et al. (2003) also argued that attempts to involve the SME retail sector with formal education
providers have often been too structured, bureaucratic and time-consuming. They considered an approach by
Barnett College, which they believe had been far more successful in engaging with the SME business community.
There were two strands to the College’s approach; business mentoring and a local retail club. Parker et al. (2003)
argued that the reasons for the success were that the programme was built locally and slowly and success was
defined in terms of business impact.

Lange et. al.(2000) identify four categories of barriers to skills development in SMEs: cultural, financial,
awareness and access and provision. This is partly why they conclude that on-the-job training works for most
small businesses, and that training providers need to be more flexible if they wish SMEs to take formal training
more seriously. Vinten (2000) also identified that training tends to be of a practical rather than theoretical nature.
They argued that the forms of management development support available need to be better focused to ensure that
SMEs see a clear relationship between the training offered and business needs. Walker et al. (2007) therefore
argued that whilst small business owners are interested in skills development and training opportunities, this is
provided that they are directly applicable to the current situation in their business, and as long as the delivery
process is carefully structured in terms of location, time of day, and the length of the session.

Hart et al. (2007) also argued that SMEs face additional barriers in terms of training and skills
development, and they quote one of their retail manager respondents to illustrate this point; “...you can’t afford
to pay people to go on courses . . . because you can’t afford people to cover their position” (p. 280).

According to the Hospitality Training Foundation (HtF, 1996) 63 per cent of employers in all industries
had a training plan. In catering and hospitality 64 per cent had a training plan. However, the most recent research
on training and small firms found that only 28 per cent of such firms had a training plan. In tourism and hospitality,
with the sector’s reliance on the secondary labour market and high rates of labour turnover, there has also been a
strong tendency to have high levels of recruitment and low levels of training (Jameson, 2000).

Wilson et ald €1998) study of the contract catering sector of the hospitality industry in Northern Ireland
argued that the sector’s lack of training provision was not limited to small businesses. They argued that the UK
hospitality industry in general has been unwilling to train and develop its managers. Boella (1996) suggested that
there are several reasons for the lack of employee training in hospitality. Firstly, many owners/managers have
had no formal training themselves and are unaware of the benefits of training. Secondly, many employers are
concerned with immediate operational problems, and, as such, do not have time to plan ahead. Thirdly, many
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hospitality businesses are undercapitalised and cannot afford this investment. Finally, many believe it is the
responsibility of others, such as colleges, to provide them with trained staff.

Georgiadis and Pitelis’ (2008) large scale survey of SMEs in the UK tourism, hospitality and leisure
sector, however, argued that businesses that receive support in the area of staff training and development, in HR
planning and in staff recruitment and retention generate significantly more revenue per pound spent on innovation
and business development compared with firms that do not receive such services.

It seems, therefore, that SME owners/managers are hesitant to engage in regular formal training, and
more willing to engage with training on the job or more informal training with more direct links between costs
and benefits (Lange et al, 2000). Antonioli and Della Torre (2016), however, argued that as SMEs are subject to
severe financial constraints, and that because external training is only accessible to them for standard training
programmes that can be easily imitated by their competitors, they question whether such training can give them a
competitive advantage.

Christiansen (1996) explored the relationship between training and performance, satisfaction, and
commitment for sales forces whose products were either goods or a service. The results indicated that the
relationship between training and performance is substantially weaker if the product is a service, but both types
of sales forces showed satisfaction to be strongly correlated with training.

The evidence is also mixed in relation to the ability of training to aid staff retention. According to
Panagiotakopoulos (2011) there is a continued reluctance by SMEs to invest in training staff through a fear of
them being poached by competitor firms. Anis et al® €011) survey of 330 business in Lahore, however, found
that training can be an important tool for retaining employees.

If the employee is satisfied with their current employment this will assist in retaining employees for a
longer period of time. Beynon et al® $2015) study looks at the impact of available training alternatives on
employee retention in SMEs, and they argued that more evidence is needed to explore the link between employee
training and employee retention. They suggest that providing training to employees can make them more loyal,
but, it can also make them more marketable to competitors. Importantly, their findings also show that there is a
perceived link between providing employee training and retention, but this is more closely linked with particular
training alternatives (training through government programmes and learning by doing), than with others (distance
learning and private training outside of the workplace).

In general, therefore, a mixed picture is presented where different types of training have greater or lesser
beneficial effects on business outcomes. Those (more formal) training types that have the most beneficial
outcomes in the longer term, are often those less likely to be implemented because of issues over staff retention
and lack of resources. For SMEs generally, and those in the sectors of retail, tourism and hospitality, specifically,
there are reinforcing problems related to recruitment and training (in both quantity and type). There appear to be
a range of barriers to training and skills development, both informally and formally recognised, which seem to
affect tourism, hospitality (and retail) particularly badly. There is clearly a need therefore to examine the issues
of recruitment and training in terms of amount, area, provider for retail, tourism and hospitality (RTH) firms, both
individually and also in comparison with other sectors.

3. Methodology
In order to examine issues identified in the literature an online survey questionnaire was undertaken using the
FSB Wales membership. Retail, tourism and hospitality (RTH) related organisations were approached to
disseminate the survey in order to ensure a sufficient response from firms in these sectors to enable a viable
analysis to take place. The questionnaire was sent out in mid-February 2016 with two further sets of reminders
issued to FSB Wales members and the survey closed in early March 2016. 104 responses were received, all but
12 coming from FSB Wales members. Overall, 35 were from firms in RTH.

The figure below illustrates some of the comparisons undertaken to determine broad representativeness
of the respondents®. There were some areas of difference, such as exporting and use of e-commerce. In the areas

3 https://statswales.wales.gov.uk/Catalogue /Business-Economy-and-Labour-
Market/Businesses/Business-Structure /Headline-Data
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shown below, as well as firm age and gender of ownership, however, no large differences were found and overall
the respondents can be seen as broadly representative®.

Figure 1: lllustrative comparisons between Respondents and Official Statistics

Firm Size - Official Statistics(3)

3.80% 0.90%

m0-9
employees

m10-50
employees

m51-249
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Firm Size - Questionnaire sample
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m51-249
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Sector - Official Statistics
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Sector - Questionnaire Statistics
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m North Wales
m Mid Wales
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® North Wales
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4 For a fuller analysis see Technical Report
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4, Results

Figure 2. Importance of Business Objectives (ranked most
important to least important)*

Profit Growtt, HE———

Sales-Turnover Growth

Improved products / mm—— = Other (69)

services

New products / services Retail Tourism and
Hospitality (N=35)

Employment Growth
Increased non UK |
turnover |

*Where 1 not important, and 5 is very important

In terms of overall business objectives, there were no significant differences® between RTH and non RTH firms.
The top three objectives were profit growth, sales-turnover growth and improved products and services, followed
by new products, and employment growth. Non UK turnover growth was judged as least important. Therefore at
a broad level, the objectives of these different types of firms are similar.

Factor analysis® then identified two separate factors from these variables. The first was termed “Internal
Process Focused Objectives” (and included new products / services / processes, Improved products / services /
processes, and Employment growth), the second termed “Externally Focused Objectives” (including Sales /
Turnover growth and Profit growth), able to explain nearly 78% of total variance’.

5 at the 5% 2 tailed level. (For full analysis see Technical Report)
6 For tables and full analysis see Technical report

7 though excluding increased non UK turnover as a variable for reasons of crossloading.
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Figure 3 Importance of factors in meeting Business Objectives
(ranked most important to least important)*

Identifying New markets
Development of new products...

Networking

Staff Training

Improve Existing facilities

_
e —

SaffRetention | EE— = Other (69
e ——
—

Investing in new machinery Retail Tourism and

Staff Recruitment Hospitality (N=35)

e-commerce
Organisational restructuring

Moving to new premises

Opening Additional premises

*Where 1 not important, and 5 is very important

In terms of strategies to meet these objectives (results shown in the figure above), again there were no
significant differences® between RTH and non RTH firms, indicating that broadly at least RTH and non RTH
firms have similar strategies for meeting similar business objectives. ldentifying new markets was deemed the
most important, followed by developing new products, networking and, importantly for this study, staff training.

Factor analysis® then identified three factors combining these variables, illustrating that there are three
broad strategic focuses of firms used to meet their objectives. These were termed, Internally Focused Resource
Improvement (Staff retention Staff recruitment Staff training Improving existing facilities Organisational
restructuring), Externally Focused Activities Improvement (ldentification of new markets / Marketing activity
Networking Development of new products and services e-commerce), and New Buildings (Moving to new
premises Opening additional premises / branches), explaining nearly 60% of total variance®.

FSQCA Analysis'! was then able to evaluate, for RTH (35 firms) and non RTH (69 firms) firms, the
“causal recipe” relationships between “Internal Process Focused Objectives” and “Externally Focused
Objectives” and the sets of strategies used to meet those objectives (Internally Focused Resource Improvement,
Externally Focused Activities, New Buildings). For each objective, FSQCA calculates one set of results for firms
where the objective outcome is “present” and one set of results where the objective outcome is “absent”, allowing
greater analysis of the different sets of drivers towards different objectives.

Unsurprisingly for the Internally Focused Objectives, given that RTH and non RTH firms broadly share
similar objectives and strategies for meeting them, there is some overlap between RTH and non RTH firms, with
one of the two “present” outcomes (where there is the presence of the firm having internal process focused
objectives) and one of the two “absent” outcomes (where there is an absence of the firm having internal process
focused objectives) recipes for each set of firms being identical.

8 at the 5% 2 tailed level. (For full analysis see Technical Report)

9 For tables and full analysis see Technical report

10 though excluding investment in new machinery as a variable for technical reasons of crossloading.

11 piscussed in more detail in Appendix B of Technical Report
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Overall, however, the analysis suggests that whilst Internally Focused Resource Improvement strategies
(which strongly include staff training) occur most often in non RTH firms’ recipes in driving (or failing to drive)
internal process focused objectives, for RTH firms it is Externally Focused Activities Improvement strategies that
appear in three of the four recipes identified. This is important because it suggests a need for different foci between
RTH and non RTH firms in terms of how they then support their strategies.

For the externally focused objectives (which focus on turnover and profit objectives), there is less overlap
between RTH and non RTH firms, with only one recipe (for absence of externally focused objectives) appearing
for both types of firm, the recipe including an absence of Internally Focused Resource Improvement and absence
of Externally Focused Activities Improvement.

For non RTH firms, again it is Internally Focused Resource Improvement strategies (which strongly
include staff training) that occur most often, this time in driving Non RTH firms’ recipes in presence and absence
of externally process focused objectives. For RTH firms, there seems to be more of a substitutable relationship
between Internally Focused Resource Improvement and Externally Focused Activities Improvement in presence
and absence of externally process focused objectives.

Overall, this tends to suggest a greater internal focus from non RTH firms (including training as an
activity but also potentially in terms of the areas of training) in terms of the strategies they use to meet both internal
and external objectives. RTH firms by way of contrast are relatively more focused on externally focused activities
improvement as strategies to meet their internal and external objectives which, whilst this places less emphasis
on training, may also mean a different emphasis for the areas of training focused upon, as well as different impacts
from any skills shortages that may exist.

Figure 4 Average Numbers of Staff

Other (54) Rest of World
Retail Tourism and B EU
Hospitality (N=28) = UK

0 5 10 15

These differences do not seem related to staff numbers given that, in terms of where staff came from
(shown in the figure above), whilst RTH firms had slightly higher average numbers of staff from the EU and Rest
of the World, these differences were not significant. RTH and non RTH can therefore be seen as reasonably
comparable in terms of staff numbers, at least by this measure.
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shortage)
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Figure 5 Average Skills Shortages across Business as a whole
(ranked from most significant skills shortage to least significant skills
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Figure 6 Average SKkills Shortages across new recruits
(ranked from most significant skills shortage to least significant skills shortage)

B Other (N=37)

® Retail Tourism and Hospitality
(n=21)

Where 1 is not relevant, 2 is No shortage and 6 is significant shortage *?

In terms of skills shortages, the analysis (in Figures 5 and 6 above) also showed that for new recruits in
the area of sales and marketing skills, there was a significant difference * between tourism, retail and hospitality
(RTH), and other sectors. The perceived skills shortages for RTH are higher than other sectors for this one area.

For skills shortages in businesses as a whole, further factor analysis'* also identified three sets of factors®®
explaining nearly 70% of variance®®. The factors were termed Internal Skills Shortages (including Basic literacy
skills, Basic numeracy skills, Technical skills (specific to sector), Managerial / Leadership / Supervisory skills,
Communication skills), External Links Skills Shortages (Networking skills, Sales / Marketing skills) and
Languages Skills Shortages (Foreign Language skills, Welsh Language skills). This indicates that firm shortages
have three broad areas which may be important when identifying areas for policy to focus upon, depending on

how these shortages then affect the ability of firms to meet their objectives.

12 For Full Analysis see Technical Report

13 2t the 5% 2 tailed level

14 For tables and full analysis see Technical report

15 Excluding the skills sets for basic IT, advanced IT, communication and innovation for technical reasons of cross loading on more

than one factor

16 1t was also necessary to recode “not relevant” responses into “sufficent”.
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Figure 7 Effects of Skills Shortages in firms where they exist
(ranked from most significiant constraint to least significant
constraint)*
Sales / Turnover Growth
Profit Growth
Improved Products / Services m Other (58)
New Products, Services, Retail Tourism and
Hospitality (N=29)
Employment Growth
Increased Turnover from outside
UK , ,
0 1 2 3 4

*Where 1 is not relevant, 2 is No Constraint and 6 is significant constraint®’

Where skills shortages did exist, the effects of these were found to have no significant difference?®
between RTH and non RTH firms (shown in Figure 7 above), though across most measures there was found to be
a higher impact on RTH. Sales, turnover growth and profit growth were ranked highest in terms of effect, and
were both significantly higher than other variables, with exporting/exporting equivalent being the least affected.
Generally speaking, therefore, skills shortages can be viewed for many firms as having relatively small effects on
business objectives.

A factor analysis'® then identified a one factor solution that included all of the potential objectives shown
in Figure 7, explaining nearly 70% of variance and with a Cronbach alpha of 0.91%. This factor was titled “Skills
Shortage Constraints on Business Objectives” and this one factor solution suggests that the impacts of skills
shortages are perceived by firms as a whole to affect the meeting of business objectives generally, rather than
being split into internal and external categories.

FSQCA analysis? then evaluated, for RTH and non RTH firms) firms, the “causal recipe” relationships
between “Skills Shortage Constraints on Business Objectives” and the three sets of shortages (Internal Skills
Shortages, External Links Skills Shortages, and Languages Skills Shortages). For each objective FSQCA
calculated one set of results for firms where the skills shortage constraints outcome is “present” and one set of
results where the skills shortages constraints outcome is “absent”.

Interestingly, there is no overlap between RTH and non RTH firms in terms of the presence or absence
of the skills shortage constraint outcome recipes, which suggests that there are clear differences between the two
groups in terms of what types of skills shortages are most likely to affect their ability to meet their objectives.
Indeed, there is only overlap in terms of the factors for the negative outcome recipe, where an absence of internal
skills shortages is linked to an absence of skills shortages based constraints on business objectives for one of the
recipes for RTH firms and one of the recipes for non RTH firms.

Overall, the results suggest that whilst internal focused skills shortages are of most relevance for non
RTH firms, for RTH firms it is external links skills shortages which are of most relevance. It would appear that
for both RTH and non RTH firms, in order to attain a situation where skills shortages do not affect business
objectives, that internal focused skills shortages need to be dealt with. For RTH firms, however this needs to be
accompanied by simultaneously dealing with external links skills shortages.

Therefore, this suggests, unsurprisingly, that different sets of skills have different levels of importance
for firms in RTH and non RTH sectors, and that RTH firms (as very much externally and customer driven

17 For full analysis see Technical Report
18 at the 5% 2 tailed level

19 For tables and full analysis see Technical report
20 In order to conduct this analysis “not applicable” responses were recoded into “no constraint responses”.

21 For tables and full analysis see Technical report
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enterprises) find externally focused skills shortages of particular relevance, in combination with other skills sets
shortages, in constraining their abilities to meet their objectives. This is also consistent with the earlier findings
that non RTH firms’ strategies to meet their business objectives tend to be more internally focused, whilst for
RTH firms a more externally focused strategic approach is pursued. In terms of how skills shortages might be
dealt with, the most obvious potential solutions included recruitment and training, discussed below.

In terms of recruitment, 55% of firms overall and nearly 62% of TRH firms had recruited over the
previous two years.? The fact that only one of the firms had attempted, but failed to recruit, is also suggestive
that this is less of an issue than is identified in the literature. There was also found to be recruitment at the full
range of skills levels, with nearly 47% recruited at levels 6 (degree) and above, and no statistically significant
differences? between RTH firms and non RTH firms.

In terms of skills areas for new recruits, factor analysis? revealed only a one factor solution was found
to exist when examining the skill shortages in new recruits. This explained 60% of total variance and contained a
combination of variables (Basic literacy skills, Basic numeracy skills, Basic IT skills, Managerial / Leadership /
Supervisory skills, Managerial / Leadership / Supervisory skills, Technical skills specific to sector,
Communication skills, Networking skills, Customer Service skills, Sales / Marketing skills, Welsh Language
skills) found in the three factor solution for skills shortages in firms’ staff as a whole?>.

This one factor solution may also suggest that skills shortages in new recruits are seen much more broadly
than skills shortages for the firm as a whole. This may suggest that firm recruitment is often not linked to closing
skills gaps. As an alternative, of course, it may be that firms are still finding it difficult to find recruits with the
correct level of skills.

In terms of barriers to non UK recruitment, almost half of respondents had not considered such
recruitment, whilst over a quarter did not perceive any barriers to recruitment. Of the issues that did exist, language
issues were seen as relevant by nearly 11% of respondents, with recognition of awarding organisations, finding
the education level, transferability of skills and cultural issues the other areas where more than 5% of respondents
identified as a barrier. Only in terms of externally verified standards, however, was there a statistically significant
difference? between RTH and non RTH firms. Overall, this also suggests that skills-related barriers are not a
major barrier to recruitment in non UK recruitment decisions.

Figure 8 Reasons for Taking on More Staff % of Firms

Help manage increased _H_‘_

demand

Replace staff who have left

To meet wider business | * B Other (N=36)

objectives
Retail Tourism and
Hospitality (N=21)

Increase skills

Other

Reduce Skills Shortages

0% 20% 40% 60% 80%

This may also be related to the results for the stated reasons for recruitment. These were found (results
in Figure 8 above) to be much more related to replacement of staff who had left, and to help manage an increase

22 po significant difference between TRH and Non TRH.
23 At the 5% 2 tailed level. For full analysis see Technical Report

24 For tables and full analysis see Technical report
25 Excluding innovation, advanced IT and foreign language skills for reasons of cross loading.

26 At the 5% 2 tailed level. For full analysis see technical report
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in demand, rather than to reduce skills shortages or to increase skills specifically. RTH firms in particular were
significantly higher in terms of using recruitment to help manage increased demand, and significantly lower in
terms of using recruitment to increase skills.

The other alternative to improve skills levels is to use training (results shown in Figure 9 below). Given
the literature review it is perhaps unsurprising that learning by doing and by utilising someone in the workplace
were used most extensively, the latter variable being the only one with a significantly?” (higher) different use by
RTH firms compared with non RTH firms, supporting the view in the literature for RTH firms. Conversely, FE
and HE sources were used least. Interestingly, e-learning was fourth most popular, suggesting that it has become
more popular in recent years.

Figure 9 Use of Training Sources (ranked from significant use to did not use)*

Learning by Doing

Someone in Workplace

Private Trainer: outside Workplace

. m Other (69)
E-Learning

Private Trainer: In the Workplace

Distance Learning (N=35)
At a Local College B Business as a Whole (n=104)
At University

Local College Delivered in Work...

University: In workplace

Retail Tourism and Hospitality

*Where 1 is did not use, 5 is significant use,

Factor analysis?® then utilised these variables to identify four factors (Education Institution Training
Sources (A local College BUT delivered in the workplace, A local College (at College), A University (at
University) A University BUT delivered in the workplace), Internal Training Sources (Learning by doing / on the
job training, Somebody in workplace providing on job training), Private Training Sources (A private training
provider in the workplace, A private training provider outside the workplace), Distance Training Sources (E-
Learning, Distance Learning) explaining around 67% of total variance and including all of the sources of training.
This suggests four clear sources of training for firms, with formal education (Further Education and Higher
Education) seen as one group, alongside private sources of training, the firm itself, and distance sources.

The effects of training (results shown in Figure 10 below) were most strongly felt in terms of increased
productivity, as well as a more motivated workforce, happier business, and increased profitability, all of which
averaged above 3 on the 1-5 scale used. The lowest impacts were felt in terms of exporting / export equivalent
activities, and losing staff to competitors. As previously, there were no significant differences in the results
between RTH and non RTH firms.

27 At 5% two tailed level. For full analysis see Technical report

28 For tables and full analysis see Technical report
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Figure 10 Average Effects of Training in firms where Training occurred
(in order of most significant impact to no impact)*

Increased Productivity

e —1
Happier Business . . s
Retail Tourism and Hospitality

Increased Profitability (N=35)

Greater Loyalty To Business = ® Business as a Whole (n=104)
Increased Innovation

Increased Staff lost to Competitors

B Other (69)

Increased Exporting

0 1 2 3 4

*Where 1 no impact, and 5 is significant impact®

In terms of these outcomes from training, Factor analysis® then identified two “factors” that explained
73% of variance3'*, For the analysis the two factors were titled “More efficient labour outcomes” (Increased
productivity of business, More motivated business/working, Happier business/working environment, Increased
profitability of business, Greater loyalty to the business, Increased innovation) and “increased externally
focused activities” (Increased exporting / number of visitors attracted from overseas), a one variable factor
included for completeness.

FSQCA analysis® then evaluated the “causal recipe” relationships between “more efficient labour”
outcomes and “increased externally focused activities” outcomes and the four sets of training sources (Education
Institution Training Sources, Internal Training Sources, Private Training Sources and Distance Training Sources).
As previously, for each outcome FSQCA calculated one set of results for firms where the outcome is “present”
and one set of results where the outcome is “absent”.

For more efficient labour outcomes there does, unsurprisingly, appear to be a strong role for internal
training for both RTH and non RTH firms where this outcome is present, and conversely its absence associated
with an absence of more efficient labour outcomes. Whilst it has been seen as a low cost, low risk and low return
option in some of the literature, it can also be seen as developing firm specific advantages of relevance in
generating positive outcomes.

The results of the FSQCA for training sources and their results for more efficient labour also demonstrate
great heterogeneity and complexity of the recipes between RTH and non RTH firms. Potentially, this supports the
need for sector specific training policies, this time in terms of sources of training. Overall, non RTH firms can be
seen to have a greater reliance on internal training (complemented by private training for positive efficient labour
outcomes), whilst for RTH firms there seems to be greater potential for substituting behaviour between internal
and external sources of training to generate the same positive outcomes.

For increased externally focused activities there was also a lack of consistency between RTH and non
RTH firms. Internal training was also, perhaps unsurprisingly given the nature of the outcome, less relevant as a
part of the recipes for RTH firms in particular (though still having a level of importance for non RTH firms).
Conversely, education institutions and distance learning were present where the increased externally focused

29 No significant differences found between RTH and non RTH firms. For full analysis see Technical Report
30 For tables and full analysis see Technical report

31 with a Cronbach alpha of 0.9

32 Though it did exclude increased staff lost to competitors as a variable for reasons of crossloading.

33 For tables and full analysis see Technical report
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activities outcome was present and absent where the increased externally focused activities outcome was absent,
in most of the recipes. For the exporting outcome, therefore, whilst the analysis did not generate a result that
would indicate it as being strongly affected by training overall, it can be seen that for RTH firms in particular,
external sources of training are important. Again, this may fit in with RTH firms finding externally focused skills
of more importance to them in their strategies. Overall, and importantly for this study, whilst FE/HE are used less
than other sources of training, they do appear to be an important component of many of the recipes (particularly
RTH firms though not confined to them) in terms of generating positive outcomes where FE/HE training is
present, and absence of FE/HE training is linked to an absence of positive outcomes from training.

8. Conclusions and Policy Implications

Overall, therefore, despite the relative low sample size (which precluded geographically focused analysis), the

analysis has been able to determine that: -

e RTH and non RTH firms have broadly similar employment levels, business objectives and strategies to meet
those objectives.

e RTHand non RTH firms do not appear to have major problems in terms of recruiting staff, or recruiting staff
with the skills levels they require.

e Generally, RTH and non RTH firms do not appear to be using recruitment to reduce skills shortages.

o RTH firms are significantly less likely (than non RTH firms) to use recruitment to increase skills.

e RTH firms are more likely to utilise externally focused strategies (identification of new markets / marketing
activity, networking, development of new products and services, e-commerce) to meet business objectives.

e For RTH firms it is external links-related skills shortages which are of most relevance in affecting their ability
to meet their business objectives.

e RTH firms are also more likely to be able to utilise external sources of training (such as from FE / HE) as
substitutes for internal training in generating more efficient internal labour outcomes (increased productivity,
more motivated workers, better working environment, increased profitability, greater loyalty to business,
increased innovation) from training.

e For RTH firms external sources of training are particularly relevant in generating increased beneficial external
outcomes (exporting / increasing number of visitors attracted from overseas) from training.

e For RTH firms in particular (though not confined to them) whilst FE/HE are used less than other sources of
training, they do appear to be an important component of many of the “recipes” (groups of variables which
together generate outcomes) identified as important in explaining positive outcomes from training.

o  Specifically positive outcomes from training are generated where FE/HE training is a training source that is
used, and absence of FE/HE training as a source is linked to an absence of positive outcomes from training.

In terms of future policy for RTH firms specifically, these results suggest that:-

e Although RTH firms place less direct emphasis on training generally specific areas for RTH training policy
to focus upon can be identified - particularly those related to identification of new markets, marketing activity,
networking and ecommerce, as well as development of new products and services.

e There is a strong role for Further Education (as well as Higher Education) in developing courses (which will
be formal, accredited with the qualifications being transferable) for promoting exporting / selling to overseas
customers, even where they do have internal capacity for training.

e FE/HE courses (which will be formal, accredited and with transferable qualifications) should be developed
to particularly benefit (in terms of improved labour outcomes) SMEs who lack the capacity for internal
training.

e A need for RTH policy that first analyses the capacity of the SME, and then offers targeted and specific
courses (from sources such as FE / HE, complemented where relevant by distance learning for example) that
focus on issues such as identification of new markets, marketing, networking and ecommerce in particular.

The relatively small number of respondents precluded the ability to analyse specific geographies within Wales
and there is a need for future policy oriented research to examine what differences may exist in different parts of
Wales with regard to these issues, particularly in terms of their effect on policy. There is also a need to
disaggregate Retail, Tourism and Hospitality from one another to compare their skills, training and qualification
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requirements. Finally, other areas where additional future research might also prove beneficial would be in terms
of firm size and gender of ownership.
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