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Reindustrialization reshapes the industry

A new era is dawning for the consumer products manufacturing industry. Driven by supply chain vulnerabilities,
geopolitical shifts, and the urgency of sustainability, companies are investing in reindustrialization to strengthen
their domestic manufacturing base, innovate with cutting-edge technologies, embrace sustainable practices,
and develop a highly skilled workforce.

Our Capgemini Research Institute report, The resurgence of manufacturing: Reindustrialization strategies in
Europe and the US, found that 71 percent of companies in consumer product manufacturing either have a
comprehensive strategy for reindustrialization in place or plan to develop one.

Take a look at how this transformation promises to improve the consumer landscape.

What is reindustrialization?

Reindustrialization is the re-establishment of global supply chains and manufacturing operations, often
with the aim of bringing them closer to — or even within — domestic markets.

Percent of organizations with a reindustrialization strategy

71% of organizations from the consumer
products manufacturing industry have a
strategy or plan to have one

All industries Consumer products manufacturing

[l comprehensive strategy in place [l Strategy is in development "1 pPlanning to develop a strategy

Resilience and geopolitical concerns drive reindustrialization

Supply chain resilience is paramount — 69 percent of consumer product manufacturers identify it as the
primary driver behind their reindustrialization efforts. This emphasis on stability is further underscored
by 63 percent citing geopolitical tensions and national security as key concerns, motivating a strategic
shift towards domestic production.

Percent of organizations stating the below is a top driver of their
reindustrialization strategy and initiatives

Supply chain pressure and reliability

Geopolitical tension and national security

Climate change/sustainability concerns with long supply chains
Desire to re-capture economic value and increase competitiveness
Government policies, regulations, and laws

Desire to reduce logistical/supply chain costs

Desire to reduce labor costs

B Allindustries [ consumer products manufacturing

A strategic shift towards domestic value chains

The consumer products manufacturing industry envisions a future where the entire value chain, from
sourcing to manufacturing to delivery, is rooted domestically. In Fact, 61 percent of organizations
believe this is the strategic direction. Nearly half have already invested in reshoring, so the shift is well
underway. Projections show that domestic facilities will account For almost half of production within
three years, marking a significant departure from offshore reliance.

envision a strategic shift
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. reshoring
chains

Percentage of domestic vs. offshore production

Offshore production now
56%

Projected in three years
53%

B Domestic production [ Offshore production

Percent of organizations that agree with the below statements

The initiative to build sovereign manufacturing capabilities 62%
in strategic sectors, driven by socio-political as well as
business considerations, will persist and strengthen 69%

We envision a strategic shift towards managing the entire
value chain in our domestic market, spanning sourcing raw

. . . 61%
materials through manufacturing and delivery

o,
Domestic manufacturing in strategic industries is e
imperative to ensure national security 59%
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Percent of organizations that have invested in reshoring or nearshoring
the majority of their manufacturing/production

5% 6%

31%

46% of organizations from the
consumer products manufacturing
industry have invested in reshoring

All industries Consumer products manufacturing

B No plans to invest in either B Plan to invest in either reshoringor || Invested ian nearshoring
reshoring or nearshoring nearshoring in the next 12 months

[ 'nvested in a combination of [ Invested in reshoring
reshoring and nearshoring

Climate goals and sustainable manufacturing

Reindustrialization is not just about operational efficiency, as environmental responsibility is also central.

57% 51%

see reindustrialization as believe reindustrialization
a catalyst For sustainable will help meet climate
manufacturing ambitions

Percent of organizations who agree to the below statements

57%

55%
51%
49% 49%

Reindustrialization will drive a Reindustrialization will help our My organization’s climate goals

shift toward sustainable organization meet our climate will only be achievable if our
manufacturing practices ambitions in the next three years  reindustrialization efforts are
successful
B Allindustries [l consumer products manufacturing

Percent of improvements expected from reindustrialization in the next three years

14.2%

Reduced carbon Improved customer Reduced time Reduced Increased Increased
emissions satisFaction to market costs production output labor productivity
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Investing in digital transformation for sustainable reindustrialization

Technology is the cornerstone of the industry's revitalization. Nearly 70 percent of consumer product
manufacturers are optimistic about the innovative potential of reindustrialization and 63 percent are
committed to investing in digital technologies to boost productivity. Notably, 60 percent are integrating
technology specifically to combat climate change, recognizing the interconnectedness of digitalization
and sustainability for achieving success.

69* 63%

optimistic about the committed to investing in
innovative potential of digital technologies (e.g.,
reindustrialization data, cloud, Al) to boost
productivity

Percent of organizations who agree to the below statements

69%

63% 63% 62%
: 60%

We are optimistic about the = We will increase our investments in We are investing in digital Reindustrialization of our
prospects of reindustrialization digital technologies (e.g., data, technologies in our economy will be successFul if
driving innovation and technical cloud, Al) to boost productivity due reindustrialization initiativesto  our industries become more

advancement to reindustrialization combat sustainability and digital and more sustainable

climate-change challenges
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The demand For a skilled and creative workforce

Reindustrialization demands a workforce equipped with a unique blend of skills.

72% 64
recognize the need for
a more highly skilled
industrial workforce

acknowledge the need
72% 72%

For a workforce skilled in
creative, digital, and
engineering pursuits

51%

I 48%

Reindustrialization will require  The shift towards reindustrializa- We must undertake a substantial
an industrial workforce skilled in tion will necessitate a more highly upskilling initiative For our current
creative disciplines, digital skilled industrial workforce than workforce to support our
technologies, and engineering traditional manufacturing labor reindustrialization endeavors
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Action steps For acceleration

The path to successful reindustrialization is clear:
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Prioritize
environmental
sustainability

Integrate
cutting-edge
technologies

Engage proactively
with policymakers
to stay ahead of

" | in every aspect [ | ' into new and ' regulatory changes
' | of the strategy | 295 ! existing ! and leverage
! ! Facilities ! incentives.
Conduct : : Invest in Foster
comprehensive ; workForce ! collaborative | !
strategic ! : training and { g partnerships | \
assessments to K development within the
chart the course programs that industry to share
el - foster advanced knowledgeand  \_"--__
skills resources

Reindustrialization isn't just a trend —it's a strategic opportunity for consumer products manufacturers. By embracing
domestic production, sustainable practices, and a digitally savvy workforce, the sector is primed for growth and a lasting
competitive advantage.

Read the full Capgemini Research Institute report, The resurgence of manufacturing: Reindustrialization strategies in Europe and the
US, to learn how leaders plan to revitalize their industrial sectors, create jobs, boost production, and strengthen supply chains.

Download report 0

The information contained herein is provided for general informational purposes only and does not create a professional
or advisory relationship. It is provided without warranty or assurance of any kind. © Copyright 2024 Capgemini America, Inc.
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