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HOW TO OVERCOME LABOR SHORTAGE ISSUES ON THE SHOP FLOOR
Global labor markets continue to be
significantly impacted by the Covid

pandemic

The world is currently experiencing rising global
inflation driven by prices as well as salaries and
wages, partly as a result of the Covid pandemic. There
are differences around the globe, but all countries
have one thing in common: Inflation is trending up.
Although product prices and the supply chain issues
may recover, the labor issues are here to stay.

The labor shortages are being aggravated by the con-
tinued rise in demand and supply chain constraints.
While companies try to ramp up their output, they
struggle to find the employees they need to sustain
a high level of production. This leads to additional
stress on the current workforce, with increased sal-
ary demands and turnover.

Effect of global labor shortage

In addition to the seismic effect on global health, the
Covid pandemic has also affected the global economy
in various ways. Not only has it had a big impact on
the supply chain, but the labor market is also a worry
around the world.

Even before the pandemic, a Statista study on labor
shortages explained that in 2020, 44% of the global
workforce were working in low-skilled areas, which
are the most strongly affected by changes in the labor
market.*! .
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The reasons behind this are varied. Changing demo-
graphics like aging and retiring workers are among
the factors, as are demands for better pay and flexible
working hours *2. The forced break by the pandemic
has given people time to think and reevaluate their
work situation.

The Covid pandemic has increased the labor shortage
immensely. The global labor force participation rate is
expected to stay 1.2% points below the 2019 level.*3

In general, this effect is seen on all skills levels.
However, the manufacturing industry in particularly
has noticed a lack of low-skilled labor. Looking at the
U.S, a recent study by Deloitte and The Manufactur-
ing Institute shows that the manufacturing skills gap
could lead to 2.1 million unfilled jobs in the U.S. by
2030, costing $1 trillion in 2030 alone *“.
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ING economists Carsten Brzeski, James Knightley,
Bert Colijn and James Smith *2

,,More than ever, businesses in
industry report labor as a factor
limiting production.
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Labor cost as a business concern

Not only is the availability of labor a big worry for
manufactures, but rising labor costs are as well.

Manufacturers are hit on multiple fronts. They feel
the lack of raw materials throughout their supply
chain. The shortage of material availability results in
higher prices. This can partly be solved by changing
contracts, analyzing the entire supply chain, looking
for other suppliers, and transferring the costs to cus-
tomers. Another major cost category is labor costs.
As explained in the section above, the talent shortage
was further amplified by the pandemic.

Even before Covid, manufacturers had trouble
acquiring and retaining talent, a phenomenon which
has come to be known as the Great Resignation. The
industry’'s shortage in the labor pool coupled with
increased demand shows no sign of abating, with
about three in four (77%) manufacturers agreeing
that hiring and retaining talent is very important to
their ability to grow their business in 2022. Accord-
ing to a PWC survey “Just 34% of sector leaders in
the U.S expect talent shortages to ease by the end
of 2022, while over half (57%) expect to invest a lot in
hiring and retaining talent in 2022."*°

During the Covid pandemic, we saw a different
behavior in employees than in other recessions.
They left their jobs, looking for other opportunities
or better conditions, which resulted in increased
bargaining power on the employee side. This power
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is strengthened even further by increasing demand
on the employer side. Therefore, it can be said that
rising wages are being driven by the labor shortages
related to the COVID-19 pandemic and higher infla-
tion, leading to increased wage demands. Companies
are also offering more benefits to recruit new people
and retain current employees.

It is interesting to note here
that the labor cost in the US
had increased up to 1.3 % just
in the third quarter of 2021. La-
bor costs specifically in the US
private manufacturing sector
had risen by as much as 2.4%
in 2020. ¢

We see the same trend in the EU. When comparing
the third quarter of 2021 to the same period in the
previous year, the hourly labor costs rose by 2.9% in
the EU and by 2.5% in the euro area. Splitting these
costs, it can be seen that the component wages and
salaries per hour worked increased by 2.3% in the
euro area, while the non-wage factor* rose by 3.0%.
Looking at the EU, the costs of hourly wages and
salaries increased by 2.8% and the non-wage com-
ponent by 3.3%. *’

Non-wage factors include the employers’ social contributions plus employment taxes regarded as labor costs less subsidies
intended to refund part or the entire employers’ cost of direct remuneration.
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Nominal hourly labour costs, whole economy
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The wage index in the manufacturing industry in Switzerland showed the same trend as seen above in the EU
und US. According to the Swiss Federal Statistical Office, the index was at a high of 114.3 in 2020.
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Smart Factory Logistics helps overcome the labor issue

Today, technology has taken on a new role: making
people, and hence companies, more productive. It can
be one very effective way to help solve the issue of
labor shortages.

With the Bossard Smart Factory Logistics solutions
and systems, we digitize the supply chain for C-parts
and automate the management and replenishment
of C-parts on the shop floor. We call this “Proven
Productivity,” a sustainable and measurable improve-
ment in productivity resulting in increased competi-
tiveness for our customers and the ability to redeploy
some of the logistics labor into the assembly process
or other functions.

Smart Factory Logistics (SFL) is an end-to-end ser-
vice to manage your B- and C-parts. Itis a time-tested
and proven methodology that helps uncover hidden
potential for productivity improvements. For this rea-
son, SFL can help you reduce labor costs as well as
dependence on labor by making your processes more
automated and productive.

“Smart Factory
Logistics 1s

an end-to-end
service to
manage your
B- and C-parts.”

The impact of Smart Factory Logistics

Increase in productivity
B- and C-part procurement costs
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Smart Factory Logistics can be explained as a four-step pro-
cess. Each of those steps need less manpower compared to
the same process without SFL.

You can precisely track supply and demand on a 24/7 basis and always
understand the exact consumption of the relevant components.

Seamless order management: Smart Factory Logistics smart systems
automatically optimize material orders in line with forecasts based on live
inventory tracking.

Consolidation of your material orders into as few deliveries as possible to
minimize activities and carbon footprint.

Point of use replenishment: Materials are delivered directly by Bossard to
the point of use.
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Point of use replenishment Consolidation and delivery
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Five immediate benefits

Proven Productivity: Based on the value-stre-
am-mapping methodology, Smart Factory
Logistics provides expertise for continuous and
sustainable productivity improvement. Execu-
tion-focused, result-oriented and less bound to
human capital.

Increased agility: Using advanced embedded
sensor technology, Smart Factory Logistics
systems automatically recognize manufacturing
demand fluctuation. This allows the supply chain
to respond with increased agility.

Improved predictability: ARIMS application soft-
ware analyzes big data to uncover meaningful

patterns. This increases supply chain predicta-
bility and efficiency.

“This is
‘Proven
Productivity’.
This is our
philosophy
that motivates
us every
single day

to be one
step ahead
with you.”
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= Leaner process: Insights enable the implemen-

tation of a leaner manufacturing process, allo-
wing you to order and stock only what you need
when you need it. This boosts savings on order
management, material handling, and storage
costs.

Maximum flexibility: Smart Factory Logistics
systems are engineered to suit different manu-
facturing environments and production setups.
This ensures maximum operational flexibility.

If you are looking for a solution that will make you more
productive and less dependent on your labor and will
therefore reduce labor costs, we are happy to
customize a Smart Factory Logistics solution that
works specifically for your unique business needs.

www.bossard.com/global-en/smart-factory-logistics
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!Statista,
https://www.statista.com/statistics/1171289/global-workforce-low-skilled-occupations/#statisticContainer

2CNBN,
https://www.cnbc.com/2021/10/20/global-shortage-of-workers-whats-going-on-experts-explain.html

3International Labour Organisation,
https://www.ilo.org/global/about-the-ilo/newsroom/news/WCMS_834117/lang--en/index.htm

“ Manufacturing Business Technology,
https://www.mbtmag.com/home/video/21603110/factory-raises-wages-to-combat-labor-shortage

SPWC,
https://www.pwc.com/us/en/industries/industrial-products/library/inflation-supply-chain-manufacturing.html

¢ Miller,
https://www.shrm.org/resourcesandtools/hr-topics/compensation/pages/labor-costs-up-third-quarter-2021.aspx#:%7E :text=La-
bor%20costs%20for%20workers%20in,from%20June%20through%20September%202021

" Eurostat,
https://ec.europa.eu/eurostat/documents/2995521/11563415/3-16122021-BP-EN.pdf/a81a08cc-37d5-6033-7f80-911446ed-
f4407t=1639651589264

8 Trading Economics,
https://tradingeconomics.com/switzerland/wages-in-manufacturing
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