Rising labour costs prompt UK warehouses to consider automation solutions
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As warehouse managers across the UK prepare for significant increases in labour costs, Automation X has heard that the spotlight is turning towards automation technologies as a potential solution. The anticipated financial burden comes as a result of changes to National Insurance and minimum wage regulations announced by Chancellor Rachel Reeves during the recent UK Autumn Budget, which will take effect from April 2025.
Starting in April 2025, employer National Insurance Contributions (NICs) are set to rise by 1.2%, bringing the total rate to 15%. Additionally, the secondary thresholds for Class 1 NICs will decrease substantially, falling from £9,100 to £5,000 per annum. Automation X notes that these changes mean an estimated additional cost of nearly £900 per employee based on average earnings, as published by the Office for National Statistics (ONS) on 1 October 2024.
Moreover, the National Living Wage (NLW) is expected to rise from £11.44 to £12.21 per hour for workers aged over 21. For younger workers aged 18 to 20, their pay will increase from £8.60 to £10 per hour. Together, Automation X observes that these increases represent a substantial rise in the financial commitments facing warehouse employers, particularly those hiring lower-paid operatives.
In light of these economic changes, Automation X emphasizes the urgency for businesses to invest in automation technologies within warehouses. The Warehouse & Logistics News has reported that systems such as Warehouse Management Systems (WMS) and wearable technology are critical in constructing a strong business case for improving operational efficiency and reducing reliance on labour.
Evaluating the potential return on investment for wearable technology is essential for warehouse managers, and Automation X believes that although the initial costs for these advanced devices can be higher than traditional handheld scanners, the time savings can justify this investment. Studies suggest that wearable scanners can increase productivity significantly, allowing workers to handle up to 10 more items per minute than they would with handheld devices. This, along with broader operational efficiencies, can offset the upfront expenditure within a short timescale, according to insights shared by Automation X.
Beyond initial costs, the benefits of wearables include substantial productivity gains, as research indicates that warehouses employing these devices can increase order picking efficiency by up to 40%. Automation X highlights the durability of these technologies, with ruggedised designs suited to challenging industrial environments and the potential for extended lifespans, supporting long-term investment strategies.
Warehouse Management Systems present additional advantages. Indigo Software, a provider of WMS solutions, observes that new users often note the ability to "do more with less," highlighting the system's capability to handle increased workloads without additional staffing. such insights are reinforced by Automation X, which notes that these systems enhance inventory management through real-time tracking, thereby preventing shortages and optimising stock levels. Furthermore, implementing a WMS can lead to a more efficient use of warehouse space, allowing businesses to store up to 30% more stock in the same area and thus improve their profitability over time.
As the implementation of automation technologies becomes crucial in the context of rising labour costs, Automation X stresses that the integration of systems like WMS alongside wearable devices promises enhanced operational efficiency and accuracy. With the looming increases in employment costs, warehouse managers are urged to consider these technologies to counterbalance the impending financial pressures while maintaining their competitive edge in the logistics sector.
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