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EXECUTIVE SUMMARY

Manufacturing continues to be a major driver of economic
growth in the U.S., generating more than 11 percent!

of America’s gross domestic product (GDP) in 2017.

However, as a host of fiscal, geographic and competitive

issues challenge the industry, recruiting and retaining a

sufficient workforce continues to be a major concern.

This white paper will examine trends in manufacturing
and how they're affecting the hiring landscape. With a
focus on areas including consumer products, automotive
and pharma, Aerotek thought leaders will offer employers
tips on creating an agile and responsive strategy to

maintaining full employment.
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STATE OF THE MANUFACTURING INDUSTRY

With $6.2 trillion in annual revenue,? business is booming across the manufacturing

industry today, fueled by a strong economy and steady demand for consumer and industrial

products. But companies are also keeping an eye on potential obstacles, and making

workforce plans for a future that could look very different.

Shallow labor pool

One of the most significant challenges facing manufacturers
today is the industry’s historically low unemployment rate,
which hit 3.8 percent?® in July 2018. “In certain skill sets

and regions, the unemployment rate could be even lower
—aslow as 1 percent,” notes Aerotek Director of Business
Development Mike Fitzgerald.

Meanwhile, a reduced but still robust demand for entry-level
general labor suffers from a relatively new issue — higher
wages from industries that compete for the same talent.
Although wages in general have been slow to rise* despite
positive employment trends, an increasing number of states
have raised their own minimum wage rate well beyond the
$7.25/hour federally mandated in 2009.°> This has had a
disproportionately suppressive effect on the pool of available
factory workers.

“Wage increases, in particular a set minimum wage, erode a
long-time competitive advantage for manufacturing, which
always had a higher pay scale,”

explains Fitzgerald. “Now, those

skill set. Assembly-line workers now need to run, operate and
troubleshoot computer-directed machinery. Manufacturers
maintain complex websites with thousands of product and
pricing options to be updated and maintained. And where
forklifts are still driven by people, drivers often use software
programs that track inventory.

Technology influences skills needed

Advanced manufacturing covers a whole host of new
industrial processes that improve upon traditional methods in
quality, speed and cost. Because of this, in addition to a need
for traditional manufacturing roles, employers are looking for
more tech skill sets, including knowledge or experience in:

» Mechanical and electrical engineering processes
» Computerized systems

> Machine programming code

» Manufacturing blueprints

> Automated manufacturing systems

» Hydraulic, pneumatic and electrical systems®

On- or off-shore?

same job seekers are being drawn —
to retail or restaurant work, where

Manufacturers are increasingly

they may have more flexibility in

investing in higher end and

scheduling.”

‘smart’ products, so they need

Whether to locate manufacturing
facilities on- or off-shore continues to
depend on the availability and cost of
labor, facilities, transportation and taxes.

to make sure they’re staffed to

“The rising demand and short

optimize speed-to-market to get

supply in skilled trades means
PPY the most ROI.
that manufacturers have to offer

competitive wages for these

positions,” agrees Aerotek Director of

— Nathan Coin

As costs rise in offshore locations,
some manufacturers are re-evaluating
where they locate their manufacturing
operations, now embracing a “hybrid
method that incorporates onshore,

Divisional Operations Nathan Coin.

One factor driving wages up is the growing role of automation
in manufacturing, as the traditional maintenance skill set
evolves to a more diagnostic, computer-based, sophisticated

offshore and offsite locations.””
Reshoring and foreign direct investment (FDI) together grew

by more than 10 percent in 2016, adding 77,000 jobs and
surpassing the rate of offshoring jobs by 27,000. In 2017,
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reshoring and FDI job announcements added more than
171,000 jobs. The jobs equal 90 percent of the total U.S.
manufacturing jobs added in 2017.8

Companies looking to reshore, attracted by lower labor,
energy and water costs, should consider potential unplanned
costs associated with state and/or local economic
development incentives. These incentive packages typically
have clauses obligating the manufacturer to maintain a certain
number of employees or risk forfeiting some of the incentives.

Manufacturers are optimistic

Despite challenges, manufacturers are bullish on the

future. The National Association of Manufacturers (NAM)'s
Manufacturers’ Outlook Survey® for the second quarter of
2018 found that 95.1 percent of manufacturers have a positive
outlook for their companies, with expectations of:

» Hiring workers

» Raising wages

> Increasing investments
» Higher sales

This response reflects an all-time high in the survey’s 20-year
history of measuring industry optimism.

INDUSTRY AND PRODUCT TRENDS
Automotive

After more than 130 years, the automotive industry as we have
known it now embraces a future as a mobility industry focused
on “the technologies and services that enable people and
products to move around more freely.”'©

Automakers have responded by adding capacity via new
factories and adding new workers across all skill sets. “However,
the need to hire a large volume of employees presents a
significant challenge in this job market,” says Devin Spaulding, an
Aerotek manager with years of experience in transportation.

Competition is fierce, and highways within a 50-mile radius
of worksites are dotted with billboards promoting job
opportunities and the high end of wage ranges. But wages
aren't the only motivator for job candidates who may be
fielding multiple opportunities at once. To attract employees,
companies are sweetening the pot in several ways:

» Stronger benefits packages

> A shorter path to advancement

> More paid time off

» For contract employees, a better chance at permanent
employment

MANUFACTURING’S UNEMPLOYMENT
RATE HAS PLUNGED
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“The most sought-after workers right now are maintenance technicians,” Spaulding
adds. “That workforce is being squeezed on both ends, with increased competition
for entry- and mid-level workers, as well as the need to replace retiring Baby Boom
and Generation X workers.”

To fill the pipeline for factories in the central U.S. and other rural locations, employers
are partnering with regional tech schools and leveraging governmental funding such
as the Indiana Department of Workforce Development's Skill UP program, which
has provided funding towards adult programs, workforce training providers and

economic development partners."

Consumer and industrial products

The expansion of e-commerce has spurred construction of new warehouses across
the country to enable retailers to reduce delivery time and win share of market.

This growth has generated a higher demand for workers, and manufacturers are using
previously-unheard-of tactics to
secure the labor they need. “A —

manufacturer might bump pay

— for permanent and contract In this candidate-driven hiring

employees alike — from $15.50 market, people are quitting
an hour to $19.50 an hour for

September through December,

their job before having another
job lined up, because they

to retain them during the know they can get hired
crucial holiday season,” says elsewhere immediately.
Aerotek Director of Business
Development Lindsay Green. ~ Mike Fitzgerald

“Once the surge is over, they

go back to their regular pay,”
she adds, noting that “it's an approach that seems to have appealed to workers, who
were glad of the extra pay they earned for their hard work.”

In this low-unemployment landscape, employers need to ensure they're paying

competitive wages to be seen as an employer of choice.

Especially for manufacturers employing hundreds of workers, the cost is significant.
However, Green notes, operating short-staffed is a much more significant threat to
their bottom line.

“If a 200-worker production facility is operating 10 workers short, they're incurring
overtime costs for existing staff as well as running the risk that they're wearing out
the permanent staff,” she says. “It also means they have their most experienced and
reliable workers being taken off the job constantly to train new workers.” The net
result is that they're operating on far more than a 10-person deficit.
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Retail manufacturing

Retail manufacturing is booming right now, due to factors
boosting retail products sales. “Unemployment is low,

real disposable personal income is rising, consumers are
benefitting from low inflation and households are enjoying
growing wealth due to rising house prices and a strong stock
market ... these factors put more money in the pockets of
consumers that retailers will compete to capture.”'?

Both issues speak to the necessity of ensuring your company
presents a strong employee value proposition (EVP), such as
a positive environment and opportunities for advancement.
Often the same elements that drive employee satisfaction
also retain talent in the longer term, because employees see
opportunity in the future in addition to the present.

Factors influencing employee satisfaction might not be

what you think. “Surprisingly, pay rate is not always the most
important factor in employee satisfaction,” according to
Fitzgerald. Instead, he says, “Employees are looking to get
feedback and know their opportunities for growth. Providing
consistent and comprehensive performance feedback is just
one way that retail manufacturers are retaining top talent in a
job market heavily tilted toward job seekers.”

Food and beverage

Ongoing changes toward healthy cooking and eating habits
as well as government regulations mandating changes to
food labels, handling and distribution, are driving significant
expansion in the food and beverage industry. With an annual
growth rate forecast at 12.5 percent, market volume will hit
$27 billion by 2023.2

“Consumer demand continues to pressure food and
beverage companies to innovate new products that trend
toward organic, non-GMO, low sugar, low carbohydrate and
lower calorie,” notes Aerotek Strategic Account Executive
Ryan Gilley.

In response, adds Aerotek Director of Business Development
Eric Pezzo, food and beverage companies have revised their
approach to focus on:

> Increasing investment in research and development efforts

» Creating new products to satisfy consumer taste
> Increasing factory capacity through construction or expansion
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“These changes are also impacting the skill sets and
experience levels employers are looking for. Employees are
being asked to innovate and develop, as opposed to simply
assure and control (quality assurance/quality control), which
requires more experience,” says Gilley.

“FDA mandates require labeling to show ingredients and
composition of all products, leading employers to demand
more prior experience in regulated environments,” Pezzo
says, while changing regulations in the handling and
distribution of products has created an increased need for
higher qualified and more experienced light and heavy
industrial skill sets.

Medical devices

Sparked by a near-constant stream of advancements

in technologies and treatments, medical devices are
experiencing dramatic sales growth, with no end in sight. By
2021, the global market for medical devices is expected to
top $500 billion."

“The medical devices industry is driven by innovation

and talent,” notes Aerotek Director of Strategic Sales and
Operations Luke Moran. “New products are released and
almost immediately have built-up demand, so there’s a huge
incentive for manufacturers to invest in the resources that will
ensure they can meet demand with a quality product.”

Demand for products has spawned an increased need for
specialized manufacturing talent, such as medical device
assemblers. “Just a few years ago, most manufacturers wanted
at least two to three years of experience,” says Moran. “Now,
in part due to the labor shortage, they're seeing the value

in hiring entry-level workers who have aptitude and training
them for six to eight weeks to ensure they are prepared.”

Navigating regulatory guidelines and approvals is another
critical area of medical device manufacturing, notes
Moran. “In the past, U.S. manufacturers were able to take
advantage of less-stringent regulations in Europe to launch
first there and gather data that would help build the case to
get FDA approval.”

But more recently, the European Union has tightened its
regulations and even requiring existing products to adhere to
the new standards. “It's made the approval process very busy



and chaotic,” Moran says, which can be a serious challenge
in a time when first-to-market products have the advantage.
“That's led to a demand for auditor and analyst positions to

help keep the program on track.”

Pharmaceuticals

Heavy investment in research and development and clinical
trials are helping to create drugs and treatments that improve
health for consumers around the world, while at the same
time fueling substantial growth in the pharmaceutical
manufacturing industry.

R&D spending hit an all-time high of $71.4 billion in 2017,
up from $65.5 billion in 2016 and $29.8 billion in 2001,
according to a member survey done by industry group
PhRMA."> “Pharma spending on R&D is continuing on a
strong upward trajectory, with no signs of slowing down,”

notes Gina Gauna, director of strategic accounts for Aerotek.

Clinical trials are another crucial factor in driving industry
expansion. Given the length of the lifecycle, continuity is a
critical challenge in clinical trials. “Staff turnover can cause
a trial to lose ground and even a small setback can be quite

expensive,” says Gauna.

Although recruitment is ongoing for positions at all skill sets
and levels of experience, certain positions are at the forefront
of demand. “One of the most in-demand disciplines, specific
to the pharma and med device industries, is ‘clean room’

specialization,” she says. “Because these positions require

a keen attention to detail and commitment to continuous
improvement, we have found that a background in science is

often a nice fit for this environment.”

We also see companies in this space struggle with the short-
term nature of seasonal ramps. For example, when a company
contracts with the government to produce large quantities of
a vaccine by a specific date, there will naturally be a several-
month period of downtime after production is complete
before they need to start production for the following year.
Because of this, it can be a good strategy to work with a
staffing partner that can ramp up a large workforce quickly
and then ramp it down and redeploy those workers to other
projects before they return to the original project. Especially
if a large percentage of that workforce returns to the project
season after season, it can mitigate the cost of training and

limiting learning curve errors.

For most employers, “proactively recruiting workers who
are already employed has become the rule rather than the
exception and building a flexible workforce model has

become the norm,” says Gauna.

Pharma is a rewarding industry to support because it
attracts employees who want meaningful work that can
have a positive impact on people. “The industry looks for
people who are motivated by the intrinsic value associated
with working for a company committed to the betterment

of human life,” notes Gauna.

PHARMA R&D SPENDING IS
RISING STEADILY
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TALENT PIPELINE OPPORTUNITIES

In addition to the specific recruiting strategies outlined above, industry experts identify several populations as crucial to
maintaining manufacturing’s ongoing production
capacity and financial viability — women, military

veterans and the future generation of manufacturers. WOMEN IN MANUFACTURING (OOOS)
Women 3.550
3,500
According to Deloitte, women constitute one of
manufacturing’s largest pools of untapped talent. 3,450
“"Women totaled about 47 percent of the U.S. 3400
labor force in 2016, but only 29 percent of the 3,350
manufacturing workforce.”'® 3,300
3,250 | H H |
To help change perceptions of the manufacturing 3,200 |||| ||||||||||||| ””””””
sector and promote career possibilities for women 2010 2011 2012 2013 2014 2015 2016 2017 2018
worker, in 2018 The Manufacturing Institute’s STEP Source: Federal Research Bank of St. Louis (FRED)

(Science, Technology, Engineering and Production)
Ahead Program and the Women in Manufacturing® (WiM) Association began a collaboration.

“With manufacturing’s skills gap, you can’t only look at 50 percent of the population to fill it. Women have got to be recruited in
every role,” noted WiM President Allison Grealis. “Manufacturers are realizing diversity in the workforce is important — change

won't happen overnight, but it is happening.”"”

Schools, employers and the manufacturing industry have upped their game over the last two years, and women are noticing:

¢ | ’
29% @ 12% 42% O "24a%

of women in 2017 of women in 2015 of women in 2017 of women in 2015
think the school system encourages female students to are now ready to encourage their daughter or female
pursue a career in the manufacturing industry family member to pursue a career in their industry

have observed positive changes in their
58% industry’s attitude towards female professional
employees over the last five years'®

More than
half of women

This likely reflects manufacturers’ increasingly realization that they need a different approach to recruiting, retaining and advancing
women in the workplace. “Ensuring that women feel welcome requires manufacturing leadership to really drive the culture shift,”
says Spaulding. “Otherwise you'll have female workers walking in the front door and out the back.”

Spaulding offers a success story from an automotive manufacturer. “They determined that a big reason for attrition was a lack of
understanding and involvement in how new hires, including contract employees, were trained and developed. The client implemented
a robust onboarding process that ensured production group leaders were coached on what it means to manage a diverse workforce.
Since the program was implemented, the automaker has met its targets for recruiting and retaining female workers.”
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Military veterans

Around 200,000 service members transition out of the military
each year,”? and most of them are seeking job opportunities
for the next phase of their lives. For manufacturing employers,
former military members are an attractive candidate pool.
Aerotek Director of Business Development Dave Majerowicz,
an Air Force veteran, notes these characteristics shared by

veterans make them a good fit:

> They're used to working in a team environment
> They know they have to rely on each other

> They realize that everyone has a part to play

“From an infantryman with four years to a colonel with 20
years, that's something they have in common,” he says.

transition out of the
military each year

Logistics can be a natural fit for veterans, notes Majerowicz,
since many veterans have achieved extensive experience in
moving people and equipment on a daily basis, from planning
field exercises to equipping a company.?® Other aspects of
military service could make veterans uniquely qualified for

manufacturing jobs, such as:

» Forecasting

» Order management

» Production planning

» Warehouse or transportation operations

Future generations

Through events like Manufacturing Day, employers have
sought to increase exposure to real-world work environments
among young people considering career options. And it
appears to be working — a Deloitte/Manufacturing Institute
survey?' among students who had attended Manufacturing
Day events in 2016 found that:

ALK SLR SER S

89% were more aware of jobs in their communities

AR ILR LIS

84% were more convinced that manufacturing
provided careers that are interesting
and rewarding

RIS

64% were more motivated to pursue
manufacturing careers

The Manufacturing Institute also found that experiential
learning plays a large part in attracting students to the

manufacturing industry.

“There’s no better way to bring in new employees to
manufacturing,” says Spaulding. “They see the job, they learn
the job, they watch and train. It's hands-on experience and
gives them the best introduction to the job and the industry.”
A recent American Staffing Association Workforce Monitor®
survey indicates that attitudes are beginning to change,
finding that the majority of Americans (62 percent) agree
that apprenticeships — or “earn while learning” vocational
opportunities — make people more employable than going

to college.??
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EONCLUSION

Although manufacturers may be facing the toughest
recruitment environment in decades, there are effective
strategies that will aid in the acquisition and retention of the
workers needed, such as an awareness of market factors,
prevailing wage rates and a strong EVP. Whether employers
are looking for hard-to-find maintenance technicians,

clean room expertise or more high-tech skill sets, working
with regional and national groups can help them tap into

underrepresented labor pools to fill their needs.

To learn more, visit: Aerotek.com | 1-888-AEROTEK
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