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That’s important in North Carolina, Jalics says, because 
manufacturing jobs pay an average salary of $71,000, compared to 
$45,000 for other non-farm business jobs.

“The biggest driver of the US economy is consumer spending,” Jalics 
says. “When you look at jobs in the manufacturing sector, they are 
extraordinarily well-compensated jobs. When you have 480,000 jobs 
in your state dedicated to manufacturing that pay well, that drives the 
economy forward.”

Over the last decade, there has been a bipartisan effort to encourage 
manufacturers to bring jobs back to the US and away from low-cost 
countries, such as China. Jalics says Fifth Third Bank counts 370 US 
firms that since 2017, there have been an average of 370 US firms 
annually that have brought back some or all of their supply chains 
to the US.

It’s valuable because manufacturing jobs tend to pay better than 
many other jobs in the economy.

“If these jobs come back we will see economic activity pick up where 
these factories and supply chains are located in the mid-west, the mid-
Atlantic and the American south,” Jalics says. “Going forward there will 

be more political will to support or incentivize these companies to 
come back.”

On supply chain risk
North Carolina’s furniture industry is a good example of an industry 

sector that has felt the sting of supply chain issues, says Conaway. First, 
tariffs on imported products from China created a headache for the 
furniture industry, Conaway says. Many companies moved production 
to Vietnam to avoid the tariffs. Shumaker represents many Asian-owned 
companies that produce the brand name furniture known in the US but 
manufactured in Asia.

Since 2020, the Covid-19 pandemic and resulting housing boom that 
created strong demand for home goods and furnishings has further 
stressed supply chains. 

“Now companies have deep customer backlogs but supply chain 
issues hamper getting product out,” Conaway says. 

Conaway says mergers and acquisitions activity has been high within 
the furniture industry in recent years, with Asian companies purchasing 
plants in the U.S. and the Carolinas for domestic production capacity, to 
smooth their supply chain.

Conaway says another value of the manufacturing sector in the 
U.S. and the Carolinas is its connection to companies’ research and 
development efforts. 

“Innovation in the U.S. is being driven by manufacturing companies,” 
Conaway says. “The contribution to R&D and innovation can’t be 
understated.”

Conaway says whether companies are doing business with customers 
or the supply chain on a purchase order and invoice basis or under a 
formal contract, they should focus on terms and conditions that help to 
avoid disputes, the costs of which threaten already thin margins. 
“We have terms and conditions that create incentives in contracts for 

“�There’s not a blueprint for 
what is happening now 
and we need to huddle up 
for thought leadership.”

— BEN BRANDON
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parties to not have disputes. Our experience is that such incentives often 
keep the contract parties honest.”

On Covid stimulus receding
The additional Covid-19 unemployment benefi t of $300 a week ended 

September 3. Labor participation rates have plummeted during the 
pandemic, but Jalics says more workers may be looking for jobs now that 
unemployment support has ended. 

“As those checks stop coming in, there will be an incentive to get 
back to work,” Jalics says. “Most of our clients across the country in the 
manufacturing sector have said it is extraordinarily hard to fi nd people 
to come back to work.” 

Congress is also debating several versions of a large infrastructure bill, 
and that spending could benefi t the manufacturing sector.

“Our view is that they are going to pass in some way shape for form,” 
Jalics says, with money for bridges, roads and broadband. “It’s not laser 
focused on manufacturing but it’s tangential to it and does play into the 
manufacturing sector. We expect it will be a tail for economic activity for 
output in certain sectors.”

On workforce challenges
Manufacturers are in fi erce competition to hire workers, says 

Brandon, and many are offering unique incentives to sweeten the deal. 
Some pay bonuses just to interview or make a referral while others offer 
a bonus for those that remain on the job after the fi rst week.

Brandon says the return to work may be slow as some blue-collar 
workers have gone to school to learn a trade or chosen to pursue a 
different career path. 

Competition is stiff on the corporate side as well, Brandon says, as 
hybrid work has opened up the potential for local talent to work with 
out-of-town employers. 

“We are not just competing against the companies in our own 
backyard but against every company willing to do a virtual work setup,” 
Brandon says. Some companies in higher-wage areas like California, 
New York, Boston and Chicago are hiring talented people in Charlotte
for less money.

Manufacturers are challenged by not wanting to treat their 
manufacturing employees differently than their corporate staff. 

“If their blue-collar people have to come back to work, why do the 
corporate people not have to be there?”

But Brandon says companies that are offering a more fl exible, hybrid 
approach for those that can work from home are having an easier time 
hiring. 

“Those that are being conservative, that are demanding people come 
in with no hybrid schedule are losing talent,” Brandon says.

On strategies to retain talent
Brandon says manufacturing companies are taking a hard look at their 

work environment as a key to attracting talent. Is it clean, high-tech and 
air-conditioned?

“Manufacturing has to be cool, it has to have tech and have 
engineering, and it’s got to have a really cool shop fl oor,” Brandon says. 
Efforts to make manufacturing shop fl oors more inviting will help the 
industry attract employees over the long-term, he says.

For employees who can work remotely, companies that offer a hybrid 
work model will retain more employees, Brandon says. 

“I hear something new every day of a company doing something 
new and cool or another company that is living under a rock and get 
left in dust by other companies,” Brandon says. “There’s not a blueprint 
for what is happening now and we need to huddle up for thought 
leadership.”

On increasing wages
Jalics says Fifth Third’s analysts are concerned about infl ation, driven 

in part by wage competition as employers look to draw employees to 
their jobs.

The unemployment rate has come down from 14.7% in June last year 

to 5.2% this year. When wages increase, companies’ profi ts go down and 
in response, they increase prices. 

“We are bullish on the US economy in 2021 and 2022, but what is 
going to hap to overall infl ation?” Jalics says. 

So far, the Federal Reserve has indicated current infl ation is 
temporary. Jalics says infl ation at 2.5% to 3%, versus under 2% where it 
has been for a decade, may be the new norm.

“That’s not crippling to the economy but it will be a shock to 
consumers,” Jalics says. Already, increasing prices are seen in the 
housing market, auto retailing, and in consumer goods.

As employment costs creep higher, companies are protecting their 
profi t margins by hiring fewer people and investing in capital to 
automate some processes. 

“We believe capital goods companies that are investing in R&D
and investing in capital over labor are being rewarded in the stock 
market.” ■

“ Most of our clients 
across the country in the 
manufacturing sector have 
said it is extraordinarily 
hard to fi nd people to 
come back to work.”

— TOM JALICS
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Many companies weathering labor shortages and 
attendance issues are reassessing their manufacturing 
processes for semi or fully automated solutions. Some 
manual or semi-manual manufacturing processes that 
were previously pro� table are not sustainable at the 
current labor rates and have reduced production capacity 
due to resource availability on a day-to-day basis which 
has been compounded by material shortage in some 
industrial sectors. Increased labor rates and resource 
engagement has driven manufactures to pursue automated 
solutions of repetitive tasks that previously would not 
meet return on investment goals for capital investment. 
� e now biased return on investment calculations and the 
knowledge of operational capability with less resources 
that has recently been established is increasing capital investment in 
automation and is expected to continue for the next few years.

Automation can take many forms: Robotic Assembly, Assembly 
Veri� cation, collaborative robotic work cells, Packaging, Welding, and 
automated Visual Inspection just to name a few. It is a long-standing 
political myth, primarily driven by labor unions, that automation 

eliminates jobs. � e economic data paints a picture 
of job creation with increased automation within 
and through the manufactures supply chain. Higher 
volume manufacturing output creates new supporting 
activities (jobs), typically with higher pay, within an 
organization that must be performed with greater 
e�  ciency to sustain and capture the increased revenue 
and pro� t. � e manufacturer’s supply chain also 
bene� ts from increased volume and more predictable 
ordering schedule. � e semi or fully automated 
solutions also provide the manufacture the capability to 
ramp production up or down with known operational 
expenses without incurring additional expenses 
associated with training or layo� s, providing a more 

stable and predictable work environments for employees.

Daily operation of a manufacturing facility, ful� llment, or distribution 
center is an in place white and blue operation that is not privy to the 
work from home paradigm for most of the sta� . No matter the level of 
automation deployed at any given facility, it is still the people at the end 
of the day that get the job done.
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