Investing
in Talent:

A Solution to the
Manufacturing Labor
Shortage

The manufacturing sector is the backbone of
countless economies, driving innovation, production,

and employment. However, the industry is currently grappling

with a significant challenge—a severe manufacturing labor shortage.

There is a shortage of skilled workers, which is affecting the competitiveness

and efficiency of manufacturing operations in the long term.




This shortage is not merely a temporary hurdle; it represents a fundamental shift that threatens the
long-term competitiveness and efficiency of manufacturing operations. The US manufacturing

industry may need up to 3.8m new employees between 2024 and 2033, according to a new report

from Deloitte and the Manufacturing Institute (MI) Skilled workers are increasingly scarce, creating

gaps in critical areas such as advanced manufacturing, automation, and quality control.

The Manufacturing Skills
Gap Explained

Understanding the Manufacturing
Labor Shortage

The manufacturing labor shortage is a multi-faceted
issue influenced by various factors. One of the
primary contributors is the aging workforce. Many

older manufacturing workers are retiring, and it is

hard to find younger workers with the same skills to

replace them.

Additionally, the rapid pace of technological

advancement has introduced new roles and

responsibilities that require specialized skills. The

education and training systems have not kept up
with changes, causing a mismatch between needed

skills and available workers.

The manufacturing sector is grappling with over

500,000 unfilled positions, indicating a significant

disconnect between the available workforce, and

the skills required by manufacturers.




The Impact of Industry Changes

Several industry changes have worsened the labor shortage. The
rise of automation and Industry 4.0 technologies has transformed
the manufacturing landscape, necessitating a workforce

proficient in advanced machinery, robotics, and data analytics. As

of 2021, automation had led to the loss of over 7.2 million

manufacturing jobs, and projections indicated that the industry

would lose an additional 444,800 jobs by 2029. These

technologies improve productivity and efficiency, but they also

require more technical expertise, which widens the skills gap.

Additionally, globalization has intensified competition,
compelling manufacturers to adopt lean practices and optimize
their operations. This competitive pressure underscores the need
for a highly skilled workforce capable of driving continuous

improvement and innovation.

The Impact of the Skilled
Labor Shortage

The ongoing skilled labor shortage presents a significant
challenge for the manufacturing industry, impacting
productivity, innovation, and growth. The U.S. Department of

Labor recently reported a loss of 8,000 jobs in the manufacturing

sector in June 2024. As seasoned workers retire and the demand

for advanced technical skills surges, manufacturers are finding it

increasingly difficult to fill critical positions.



Operational Inefficiencies
The shortage of skilled workers in manufacturing leads to several
operational inefficiencies. Companies face challenges in production

because of a lack of skilled workers, causing delays and higher costs. The

inability to meet production targets can also lead to missed

opportunities and lost revenue.

Quality Control Issues

A skilled workforce is essential for maintaining high-quality standards in
manufacturing. The lack of skilled workers can compromise quality control
processes, leading to defects, rework, and customer dissatisfaction.
Consistently delivering high-quality products is crucial for building a strong

reputation and retaining customers in a competitive market.

Increased Training Costs

To mitigate the impact of the skills gap, many manufacturers invest
heavily in training programs for their existing workforce. While training is
essential, it also represents a significant cost. Companies need to set
aside resources for training materials, instructors, and time away from
production. This can put a strain on budgets and decrease overall

efficiency.

Stunted Innovation
Innovation is the lifeblood of the manufacturing industry, driving the

development of new products, processes, and technologies. However,

the skilled labor shortage hampers innovation efforts. Without a skilled

workforce, companies may struggle to implement new technologies,

explore innovative solutions, and stay ahead of competitors.




It's Time toInvestin Talent

In 2024, the imperative for manufacturers to invest in talent is
more pronounced than ever. As the industry faces a rapidly

evolving technological landscape, manufacturers must prioritize

building a skilled workforce to stay competitive. The integration of

advanced technologies such as artificial intelligence, machine
learning, and automation into manufacturing processes demands a
workforce that is not only technically proficient but also adaptable

to change.

Investing in talent ensures that manufacturers can leverage these

technologies to enhance operational efficiency and drive

innovation. According to recent studies, companies that invest in
upskilling their employees see a significant increase in productivity
and a reduction in operational costs. By fostering a culture of
continuous learning and development, manufacturers can maintain

a competitive edge and respond swiftly to market dynamics.

Furthermore, addressing the existing skills gap is critical. As
experienced workers retire and new roles emerge, the need for

highly qualified personnel becomes urgent.

Filling open positions — and keeping them filled — is a top concern
for many manufacturers:

65% of respondents in the National Association of Manufacturers’

2024 Q1 outlook pointed to attracting and retaining talent as their

primary business challenge. As the need for higher-level skills

grows, Deloitte predicts that as many as 5 in 10 of the skilled open

positions, 1.9 million jobs could remain unfilled if manufacturers are

not able to address the skills and applicant gaps.



Manufacturers must attract and retain top talent by offering competitive salaries,

comprehensive training programs, and clear career progression paths. This strategic investment

not only mitigates the risk of labor shortages but also ensures that the organization remains

resilient and prepared for future challenges.

Leveraging Outsourced Recruitment Strategies

Outsourced recruitment strategies offer a viable solution to the manufacturing skills gap.

Recruitment Process Outsourcing (RPO), Manufacturing Process Outsourcing, and Professional

Recruitment services can help manufacturers efficiently identify and attract top talent.

Recruitment Process
Outsourcing (RPO)

RPO involves transferring all or part of the recruitment
process to an external service provider. RPO providers

specialize in sourcing, screening, and hiring candidates,

leveraging their expertise and networks to find the best

talent. This approach allows manufacturers to focus on
their core operations while ensuring a steady supply of

skilled workers.

639 Manufact.uring Process
I Outsourcing (MPO)

MPO is similar to RPO but focuses on outsourcing

specific manufacturing processes and tasks rather than

recruitment. MPO providers can help manufacturers

streamline operations, reduce costs, and improve

efficiency by taking over non-core activities.



Professional Recruitment

Professional recruitment agencies specialize in filling specialized and high-level

positions. Agencies have industry knowledge and connections to find qualified
candidates for important positions. They understand the industry well and can

locate candidates with the necessary skills and experience. Professional

recruitment services are particularly beneficial for filling niche positions that are

challenging to recruit for internally.

Other Strategies to Overcome the Labor Shortage

Implementing Continuous Learning and
Development

Investing in continuous learning and development is essential for addressing

the manufacturing skills gap. Employees are 2.7 times less likely to leave the

organization in the next 12 months if they feel they can acquire necessary

skills that are important for the future. Manufacturers should establish

training programs that upskill and reskill their existing workforce. This includes offering courses on

emerging technologies, advanced manufacturing techniques, and leadership development.

Promoting a Positive Employer Brand

A strong employer brand is crucial for attracting and retaining top talent.

Manufacturers should showcase their commitment to employee

development, innovation, and workplace culture. Highlighting success

stories, employee testimonials, and community involvement can enhance

the company's reputation and appeal to skilled workers.

Additionally, offering competitive compensation packages, benefits, and career advancement

opportunities can make the company more attractive to potential candidates.




Enhancing Workforce Diversity

Diversity in the workforce brings a range of perspectives and ideas that can
drive innovation and problem-solving. Manufacturers should implement

policies and practices that promote diversity and inclusion within their

organizations. This may involve targeted recruitment efforts, unconscious
bias training, and creating an inclusive workplace environment.

A diverse workforce not only helps to fill labor gaps but also contributes to a more dynamic and

innovative organizational culture.

Partnering with Educational Institutions

Forming partnerships with educational institutions, such as technical
schools, colleges, and universities, can provide a steady pipeline of skilled
labor. Manufacturers can collaborate with these institutions to develop

curricula that align with industry needs, offer internships and

apprenticeships, and participate in job fairs and career events.

By engaging with future talent early, manufacturers can ensure that graduates are well-prepared to

meet the demands of the modern manufacturing industry.




The manufacturing skills gap is a pressing
action. Manufacturers can overcome skilled labor

talent and using innovative workforce management sol

development initiatives, outsourced recruitment strategies, contin
programs, and a positive employer brand are key components of a compre

solution.

Companies that address the skills gap will improve efficiency and competitiveness and
become industry leaders. Manufacturers can succeed in the long run by hiring skilled

and adaptable workers to drive innovation and maintain high-quality standards.

Ready to take the next step?

Contact us today to learn how our tailored workforce solutions can help
you bridge the manufacturing skills gap and secure a prosperous future for
your company.

WAS cent )A www.MAU.com/Services



