
REPORT

US manufacturing 
challenges and 
trends



US manufacturing challenges and trends 02

Introduction

As the country deals with the short and long term effects of the global pandemic, the manufacturing 

industry is a vertical which has suffered significant challenges in the past year, which will undoubtedly carry 

on beyond 2021.

According to two recent surveys by the Federal Reserve Bank 
of Dallas, 72% Texas based manufacturing concerns were still 
experiencing supply chain and sourcing issues as a result of the 
pandemic

In this report, we will be covering the challenges 

facing the manufacturing industry for 2021 and 

beyond.

We’ll also look into what we can anticipate for the 

future and how to approach challenges and trends 

such as; the digital supply chain, selling

direct to consumers, business automation, and the 

skilled labour gap.

https://eu.statesman.com/story/business/2021/08/31/texas-economy-august-covid-update-factory-activity-worker-shortages/5659561001/
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The impact of COVID-19 on the 
manufacturing industry
The Federal Reserve Bank of Dallas’ survey on the impact of Covid-19 on the Texas manufacturing sector found that all businesses 
were fundamentally disrupted throughout the course of the pandemic. Despite early signs of growth in May of last year, 60% of 
businesses reported that their Jan 2021 revenues remained below normal. 

The data also shows that as a result of COVID-19:

This demonstrates that despite a desire to return to normality, 
post-pandemic recovery is set to be a slower processes than 
anticipated. Attempts to kick start early growth such as in May 
2020 proved only effective in the short term and businesses are 
still looking for that magic bullet to guarantee post-covid growth.

COVID-19 has demonstrated that major events can have a 
profound impact on manufacturing operations and it has also 
revealed weak points in outdated systems and processes, which 
have ultimately affected how well manufacturers were able to 
respond to the pandemic.

This information highlights an urgent need for action in the way 
that manufacturers are doing business and this must start with 
improving innovation capability within manufacturing firms and across 
manufacturing supply chains.

48%
of manufacturers are 
still reporting lower than 
normal headcounts.

20%
Don’t expect to ever 
return to Pre-Pandemic 
levels.
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As part of his campaign manifesto, President Biden promised to 

be the ‘strongest labor president you’ve ever had. Shortly after 

taking office, The President announced a raft of proposed labor-

driven changes that are likely to have a significant impact on 

both employees and their organizations.

The most significant of which will be the forthcoming PRO act. 

The act brings with it a number of changes designed to protect 

employees and safeguard their right to gather and protest. The 

proposed changes include measures such as overriding state right 

to work laws and codifying and enforcing fines against organizations 

who restrict their worker’s right’s to gather and organize.

For manufacturers, their reliance on lower-paid labour means 

they will have to be fully aware of the implications which these 

changes will have for their organisation. The dance between 

trade unions and businesses has been a long one and many 

organisations will have over the years, embedded their own 

processes for dealing with unionised employees. The proposed 

changes are set to introduce a standardized practice for 

mediation between employer and employee, meaning that 

some older processes which were perhaps weighted towards 

the parent organization, will no longer be feasible.

Overall, the changes are set to be positive, encouraging 

the need for discussion between all parties and preventing 

employers from permanently replacing economic strikers. 

However, these changes represent a great deal of risk both from 

a legal and compliance standpoint as well as financial. With a 

further codification of the laws surrounding employee’s rights 

to organize and protest, businesses are presented with multiple 

opportunities to err and incur hefty fines. For organizations 

looking to drive a strong post-pandemic recovery, this will 

represent an unacceptable risk.

Trade Union Labour Law Changes
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There are different challenges that the manufacturing industry is 

likely to face this year.

Many of which have been hastened by both the coronavirus 

pandemic and ongoing global disruption and travel 

restrictions. We discuss some of the biggest challenges that the 

manufacturing industry will face in 2021, and how the industry 

can tackle these.

Challenges for 
the manufacturing 
industry in 2021
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As previous months have demonstrated, nothing is set in stone.

Despite fewer prolonged instances of nationwide restrictions 

when compared with Canada and wide swathes of Europe, the 

disruption caused by the shut downs of 2020 are still being 

keenly felt by organizations across the country.

Further more, recent spikes of the Delta variant have served as 

a stark reminder that both businesses and their people must 

remain vigilant and potentially agile to the need for future 

restrictions.

Information from PLOS ONE, outlines that:

The Impact of National Lockdowns

Manufacturing concerns have 
reported losses of up to 11.8%.

Global containment measures 
are estimated to total between 
225-412Billion USD in overall 
losses.

https://journals.plos.org/plosone/article?id=10.1371/journal.pone.0248818
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“ “Did you know? 62% of employers stated they 
were offering time off for employers to receive 
vaccinations.

One of the main concerns for manufacturers across the country is the emergence of the Delta variant across all states. Although 

vaccination programmes move apace, there are still concerns around the increased potential for transmittance of the variant.

The Harvard business review has highlighted some of the ways businesses are pivoting to meet the potential challenges of the variant. 

First and foremost, the importance of vaccinations is being made a priority, with 82% of businesses reporting having communicated 

with their employees around the need to be vaccinated.

The availability and ease of receiving the vaccine is playing a key part in dictating uptake, which is why many businesses are 

implementing on site vaccination centres.
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Skilled labour gap
According to a recent study by Deloitte, the manufacturing 
sector is on the cusp of one of the greatest labour shortages in 
living memory. New projections find that a staggering 2.1 million 
jobs could sit unfilled by 2030 as organisations struggle to find 
the proper talent to fit positions. The economic implications of 
this cannot be overstated, with the costs to the US economy 
estimated at 1 trillion USD. Despite a record amount of job 
openings within the sector, many organisations fear being able to 
fill even the highest-paid positions within a matter of years.

While the manufacturing industry recouped 63% of 

jobs lost during the pandemic, the remaining 570,000 

had not been added back by the end of 2020, despite 

a near record of job openings in the sector.

According to manufacturers surveyed, it is now 36% harder to 
find the right talent to fill positions when compared to 2018- this 
is despite the unemployment rate almost doubling. Employers 
point to a number of factors, chief of which being the perceived 
shifts in expectations and goals for careers in the younger 
generation. 38% of those surveyed also felt that the industry as a 
whole was not attractive to younger recruits.

Fears of not being able to attract a crop of young talent are 
not unfounded - Reports by The Manufacturing Institute 
found that 69% of organisations are concerned about the 
imminent retirement of the “baby boomer” generation from 
the sector. These older workers represent the greater wealth of 
an organisation’s skillset and experience and it is natural that 
their talents should be leveraged in educating and nurturing the 
development of new recruits. Should businesses be unable to 
bring in a sufficient amount of new talent, then these teachable 

skills potentially go to waste.

https://www2.deloitte.com/us/en/pages/about-deloitte/articles/press-releases/deloitte-manufacturing-skills-gap.html
https://partners.pennfoster.edu/blog/2020/may/who-will-replace-retiring-boomers-in-the-manufacturing-industry
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The digital supply chain: Industry 4.0 is here
Industry 4.0 refers to the fourth industrial revolution, in which 
businesses will be able to deliver a more responsive, adaptive 
and connected manufacturing line.

Several technologies have arisen that are remodelling 
traditional ways of working.

As well as the need to adapt, supply chains also have the 
opportunity to reach the next benchmark of effectiveness, by 
using digital supply chain business models and modifying the 
business into a digital supply chain.
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A study by the SAP/MPI Group found that when asked about the importance of Industry 4.0 for the manufacturing industry, almost all 

manufacturing executives believed Industry 4.0 is important to their companies:

It is inevitable that technology will continue to play an important role in production lines and logistics so the ability to adapt will serve 

businesses well in both the short term and the long term.

Manufacturers should be ensuring their own digital transformation and integrating their businesses into the supply chain to reap the 

benefits.

48%
stating it is extremely 
important

38%
stating it is very 
important
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Automation
According to a report by Forbes, the manufacturing sector 
accounts for 2.17 trillion USD of overall annual economic activity. 
Despite this, 98% of businesses within the sector would fall under 
the “small business” category, suggesting they are smaller or less 
complex in scope than many of their European counterparts.

Automation is seen by many as the most effective way for 
American manufacturing concerns to go toe to toe with 
equivalent organizations overseas as it allows them the ability to 
“punch up” without investing in a huge expansion in terms of 
real estate or employees.

Within manufacturing, automation usually conjures up images of 
robots along a construction line-replacing the human element in 
many organizations. In fact, a deeper dive into the benefits of end 
to end automation within the sector, suggests that the process is 
much more focused on upskilling and providing employees with 
the knowledge required to effectively leverage technology.

Manufacturing concerns who embrace automation are likely 
to find themselves far more productive compared with their 

Research by McKinsey suggests that 
through 2030: The time spent using
advanced technological skills will 
increase by 50% in the US

contemporaries who shirk any advancement. Rather than 
supplanting people with technology, automation allows you to 
leverage the insight of your workers alongside new systems and 
processes in order to eliminate the more tedious elements of 
fabrication and distribution.

The increase in time spent using advanced technological skills 
highlights a significant need for everyone to develop basic 
digital skills for the new age of automation.

Manufacturers should be making strong plans to implement 
automation and subsequently start retraining and reskilling their 
workforce in line with this. Hiring people with an analytical and 
technology-based background will also help drive them forwards.

https://www.forbes.com/sites/amarhanspal/2020/06/09/why-automation-is-crucial-to-manufacturing-resiliency/?sh=17d0773c30d0
https://www.mckinsey.com/featured-insights/future-of-work/skill-shift-automation-and-the-future-of-the-workforce#:~:text=Our%20research%20suggests%20that%20through,percent%20between%202016%20and%202030.
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Selling direct to consumers
Disruptions over the past year and half have highlighted the 

fragility of the traditional retail structure. With many locations 

having experienced mandatory shut downs and with the 

heightened concerns around the Delta variant, more and more 

consumers are looking to change up the way in which they 

engage with suppliers. It is therefore paramount for businesses 

to maintain a presence by switching to a direct-to-consumer 

(D2C) model.

A new report by Mckinsey found:

More than two thirds of customers have said they 

prefer an element of remote human assistance or 

digital self service when making a purchase.

https://www.mckinsey.com/business-functions/marketing-and-sales/our-insights/omnichannel-in-b2b-sales-the-new-normal-in-a-year-that-has-been-anything-but
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This growth is being propelled 

by consumer choices 

intensified by the pandemic.

Out of the people surveyed in 

the Mckinsey report:

83%
of consumers feel that omnichannel methods are now 
more effective than traditional retail sales.

20%
of those surveyed also showed more confidence in making 
big purchases remotely, of values up to $500,000 USD
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The items most frequently 

purchased through the direct 

approach are:

Clothes (39%), electronics 

(30%) and food and drink 

(27%) – as well as larger items 

such as household appliances 

(24%) and furniture (22%).
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Encouragingly for manufacturers, these new habits and patterns 

show no signs of stopping even after the pandemic, as a 

Mckinsey consumer perspective found that:

It is important to note that when preparing your business for the move to e-commerce, you are placing great emphasis on safely 

storing your customer’s data and the way you do this must be in line with FTC regulations.

With all the changes that are on the horizon and the changes we have already witnessed in the span of 10 months, it is important that 

the manufacturing industry is above all, adaptable.

The best way to embrace these changes is through technology and the implementation of digital supply chains, automation and 

moving your business online to keep up with consumer needs.

40% of respondents in the US state that they are 

becoming increasingly more mindful of where they 

purchase from.

65% of those who tried a pandemic era alternative, 

are choosing to stick with it post crisis.

https://www.ftc.gov/enforcement
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In addition, manufacturers should be exchanging clear and confident information with their staff, as well as ensuring their staff are 

learning new skills to help bridge the skills gap and ensure a happy workforce that can retain talent and face the challenges ahead.

Hopefully, this report has provided you with some 

insight into the main challenges and trends the 

manufacturing industry is currently facing in 2021 

and is likely to encounter in the future.

If you need help with increasing your organisation’s 

productivity levels or managing flexibility in 

the face of 2021, contact us to discuss how our 

time and attendance software can help your 

manufacturing business.

https://mitrefinch.com/contact-us/


617-861-6414
sales@mitrefinch.com

www.mitrefinch.com

We are here to help
Mitrefinch is a leading global provider of integrated Time & Attendance, Payroll, HR and Access Control solutions.

The company has designed user-friendly and cutting-edge products that help organisations increase their productivity and 
profitability. We are experts in Workforce Management and our solutions are trusted by over 7,000 organisations worldwide, from 
small to large and across multiple industries. The company is headquartered in the UK with offices in Canada, USA and Australia.

For more information about any of these solutions and how Mitrefinch can help, contact us on:

https://www.facebook.com/Mitrefinchuk/
https://twitter.com/mitrefinchltd?lang=en
https://www.linkedin.com/company/mitrefinch-ltd/
https://www.youtube.com/channel/UCOZvy_u0wCSppR4kfgM-46A

