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Recently, the news about companies bringing back their formerly
offshored products and processes has increased. There are indicators
that after 50 years of extensive offshoring, companies are rethinking
their strategies and realizing the advantages of onshore production
and services. For some companies, offshoring might continue as an
appropriate strategy, while for others the disadvantages dominate as
offshore locations lengthen their delivery times, increase capital tied
up in safety stock, and open up the company to uncontrollable quality
issues. Another strengthening factor for the backshoring trend is that
the conditions of low-cost and industrialized countries have changed
as well. Lately, the former ones have faced increasing wage rates and
labor shortages, while the latter ones have been able to employ new
technologies to increase their productivity (Imberman, 2013; Tate, 2014;
Tate, Ellram, Schoenherr and Petersen, 2014a).

To ensure a common understanding of the terms used in this article:
Offshoring refers to the relocation of value chain activities outside of the
company’s original location of its headquarters (Bals, Jensen, Moeller-
Larsen, & Pedersen, 2013) and covers both make or buy alternatives
(Jahns, Hartmann & Bals, 2006). Backshoring concerns the relocation of
business processes, production, and services alike, which previously had
been moved to an offshore or nearshore location, back to the country of
origin (Fratocchi, Mauro, Barbieri, Nassimbeni, & Zanoni, 2014; Kinkel and
Maloca, 2009; Arlbjern and Mikkelsen, 2014). In other words, backshoring
is one specific form of reshoring, which itself is the reversal of offshoring
(Gray, Skowronski, Esenduran, Rungtusanatham, 2013). The backshor-
ing term only concerns the physical location, not the ownership of the
process, which otherwise would be insourcing vs. outsourcing (Forstl,
Kirchoff & Bals, 2015). Consequently, backshoring is possible in differ-
ent ownership modes. Outsourced backshoring describes the relocation
of business processes from an offshore supplier to an onshore supplier,
while in-house backshoring describes the relocation of processes from
a subsidiary in a foreign country to a company location in the home
country (Forstl et al,, 2015).

Actually, the phenomenon of backshoring is not new, with documenta-
tion dating back to the 1980s (e.g. Fratocchi et al,, 2014). Nevertheless,
the coverage of related events in the media as well as political inter-
est have recently increased. According to a study by PwC, the Europe-
an backshoring rate topped the offshoring one in 2013 as 60% of the
examined companies had backshored products and processes and only
55% offshored. The main backshoring destinations in Europe are lItaly,

Ireland, Germany, and Spain (Za, 2014). In Germany, every fourth to sixth
company that has offshored then reshores within the next five years,
summing up to 400-700 companies per year (Kinkel, 2014). Simulta-
neously, offshoring activities are on a record low (Dachs, Ebersberger,
Kinkel, & Waser, 2006). The main industries for reshoring are the produc-
tion of electrical equipment and components, transport equipment and
apparel which sum up to 42% of all backshoring activities (Tate et al,
2014a; Tate, Ellram, Petersen, & Schoenherr, 2014b).

Other studies, on the contrary, suggest that the offshoring trend has not
yet reached an end, as the volume imported from low-cost countries
to the industrialized countries is still rising. Furthermore, the majority of
production processes that are backshored are assembly-related, while
the value-adding aspect of manufacturing from scratch largely remains
offshore (Dachs and Zanker, 2014; Stewart, 2014; Van den Bossche, 2013).

Therefore, it is currently very difficult to state a clear trend, but it can be
noted that the backshoring phenomenon is gaining increasing momen-
tum. Questions arise regarding the causes and decision processes that
are behind this phenomenon and which of these would warrant further
research attention.

Drivers: Why Do Companies Decide to Backshore?

To understand why backshoring solutions have increased lately, it is first
necessary to differentiate the drivers. First of all, backshoring might be
a short-term operational measure to correct previous offshore decisions
that resulted in less than ideal results for the company, or it could actual-
ly be a long-term strategic measure. Currently, 80% of German backshor-
ing activities are categorized as operative corrections to managerial
decisions while 20% are estimated to be strategic adaptions to environ-
mental conditions (Kinkel, 2014). It is observable that the trend moves
away from managerial adaptions to strategic ones (Forstl et al,, 2015).

Motivators to engage in offshoring have been extensively studied (e.g.
Bals et al, 2013; Lewin, Massini, & Peeters, 2009; Tate, Ellram, Bals, &
Hartmann, 2009), while those to disengage have not. The decisions to
disengage can arise through imperfect information or unpredictability
of events which manifest themselves in not reaching anticipated syner-
gies orin problems with the offshore location. These difficulties are often
based in the geographical distance, like disruptions of transportation,
poor cooperation and misunderstandings due to cultural differences,
as well as high control, coordination, and logistics costs (e.g., Larsen,
Manning, & Pedersen, 2013). As an example, the premium kitchen
manufacturer Berndes Kiche GmbH backshored its production from
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China to Germany after realizing that the fixed costs of two production
locations in China and Germany were too high (Christ, 2012).

Quite often, companies that backshore as a managerial adaptation are
following differentiation strategies, promising their customers high
quality, innovation and outstanding customer service. After offshor-
ing, they realize that this strategy is not compatible with the offshore
location as they face unsatisfied customers due to long lead times
and quality issues (Gylling, Heikkild, Jussila, & Saarinen, 2015; Van den
Bossche, Gupta, Gutierrez, & Gupta, 2014). Another example for this is
the German teddybear maker Steiff, which returned its production from
China after facing quality complaints from customers and long delivery
times (Forstl et al., 2015). Such issues have also been suggested as main
drivers of insourcing recently (Stentoft, Mikkelsen, & Johnsen, 2015).
Martinez-Mora and Merino (2014) revealed in a study about backshoring
in the Spanish shoe manufacturing industry that especially companies
offering premium products are reshoring processes as such an opera-
tional adaption.

On the other hand, backshoring might also be based in the change of
external influences making a long-term strategic adaptation necesary.
Such changes might be triggered by macroeconomic aspects or by
new consumption patterns of customers (Kinkel, 2014). Macroeconom-
ic factors influencing location decisions can be wage rate increases in
low-cost countries or the increase of oil prices which have an effect on
transport costs. China is an example of a country which has experienced
increases of wage rates and ancillary labor costs in the last years. Besides,
it has faced shortages in qualified personnel while the tax incentives
have been reduced. Simultaneously, the conditions of industrialized
countries have been changing as well with labor costs shrinking due
to the crisis and increasing productivity through new technologies
(Arlbjern & Mikkelsen, 2014; Tate et al, 2014a; Van den Bossche et al,
2014). As an example, the German company STOPA Anlagenbau shows
that the optimization of an ERP system can lower production costs to an
extent that backshoring becomes lucrative (Harzer, 2013).

Furthermore, consumers increasingly require fast deliveries, customized
products and high quality. These requirements are not compatible with
long transport ways and minimum order quantities in offshore countries
(Arlbjorn & Mikkelsen, 2014; Daum, 2015; Tate et al,, 2014a). The example
of the Spanish footwear industry shows that especially companies offer-
ing products in the low and lower middle price segment are backshoring

as a strategic adaption to changing contextual conditions, as their main
reason for offshoring were cost synergies in the first place (Martinez-
Mora & Merino, 2014). Moreover, this study suggests that the reasons
to backshore can actually depend on the price segment of products, as
illustrated in Figure 1.

Decision Process: How Do Companies Decide to
Backshore?

While sourcing decision-making processes (e.g., Handley, 2012; Mclvor,
2010) as well as offshoring implementation processes (e.g., Jensen et al,,
2013) have been covered in previous literature, reshore decision making
has not yet received much attention in the literature. Therefore, this has
become one of the further areas studied by the authors (e.g., Forstl et al,,
2015; Tate, 2014; Daum, 2015).

As a first step to gain more insight into backshoring decision making,
four backshoring cases were analyzed based on the organizational
buying center (OBB) literature (Robinson et al., 1967, McQuiston, 1989;
Webster and Wind, 1972; Wind and Thomas, 1980). These cases repre-
sent three manufacturing relocation and one service relocation events.

In line with the theory (e.g., Robinson et al, 1967), decisions with the
importance and complexity of backshoring are usually not taken by
one person or department alone but rather by a project team consist-
ing of different departments and backgrounds, the buying center.
Within the four case studies, all five participants of the buying center
were analyzed: the buyer or person with the formal responsibility for the
buying, the decision maker, the user mainly represented by the head of
production or internal customers, the influencer, and the gatekeeper who
collects and distributes information and therewith has the possibility to
filter them (Monczka, Handfield, Giunipero, & Patterson, 2009; van Weele,
2010). Additionally, one participant classification needed to be added
to describe a newly identified group of people: the initiators are those
people who are confronted with issues caused by the offshore locations
first and push for a solution. Such can be marketing and sales, which
realize decreasing sales figures, or finance, which sees the negative
financial impacts (Daum, 2015).

Moreover, all involved people in the case study firms were senior
managers or owners of the company. This emphasizes the importance
of the “shoring” decision. Nevertheless,

Price Segment of Products Reasons to Backshore

Premium

high quality

Middle

lucrative

Mainly operational adaption as offshore production
locations did not fulfill objectives and do not fit to a
differentiation strategy with customized products and

Mainly strategic adaption as cost synergies fade in
offshore locations and local production becomes more

this importance is not always reflected in
the tools used to make this decision. First
of all, half of the interviewed companies
stated that their final decision was based
on a mixture of analyses conducted and
an emotional approach. The three analyses
that were actually conducted were redesign
of processes, cost analyses, and analyses
of location factors. Regarding the first, the
case study analysis revealed that besides a
redesign of the process, often the product
itself is being redesigned as well. Regard-
ing the second, total cost approaches were

Figure 1: Reasons to Backshore per Price Segment (based on Martinez-Mora & Merino, 2014)

chosen to mainly analyze two aspects: to
determine whether backshoring is more
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favorable than offshoring and to determine the best location within the
home country. Finally, location factors were mainly examined for avail-
ability of skilled personnel and quality of infrastructure. Interestingly,
other analyses like scenario planning, risk analysis, or creating a stake-
holder matrix were hardly conducted, or not at all (Daum, 2015).

Furthermore, the decision-making process itself with its interactions and
influences was analyzed using OBB's four different types of influential
forces playing a role in a decision: environmental, organizational, group,
and individual forces (van Weele, 2010). All cases suggest that corpo-
rate strategy had an influence on the backshoring decision. Companies
that follow a differentiation strategy, focusing on innovation, ecological
aspects, or quality, might find onshore production and services more
suitable than offshore ones. Group forces are observed in the interac-
tion of management or owners with the different stakeholders. In the
four cases, not all stakeholders were equally involved, and often actually
the users were excluded from decision processes. This re-emphasizes
the observation also made by Gylling et al. (2015), who point out that
despite the strategic importance of backshoring, the decisions are often
solely made on the management level without including the produc-
tion representatives who might add an important perspective. Also,
groups and individuals were indeed found to influence the decision,
either through their functional authority or expertise, or acting in self-
interest to drive the decision in the preferred direction. For example, on
the individual level a manager of one of the cases drove the location
decision to onshore and nearshore countries as in his opinion the
company was already over-represented in offshore countries. In anoth-
er case, a manufacturing expert convinced the company owner of
backshoring with his experience and knowledge while in a third case
an individual pushed for a certain location in which later on he himself
started a new job (Daum, 2015).

With a view towards managerial implications of these preliminary findings,
the following can be stated: besides the three evaluations mentioned
(redesign of processes, cost analyses, and location factors), the range of
analyses seems rather narrow. Especially considering that the majority of
companies stated they had faced unexpected delays and difficulties with
the relocation, a broader range of analyses, like an exit strategy, change
management, or risk analysis might help identifying these risks and
preventing them. Furthermore, stakeholder analyses would be sensible in
order to follow a holistic approach and include all parties, which might
add value to the discussions and decision-making process. Moreover, it
might be helpful to offer potential backshoring companies a platform to
exchange and discuss knowledge and experiences.

Additional areas of interest to further research in terms of decision
making are expanding the use of OBB as well as exploring further
theoretical foundations. Also, current examples often center on SMEs,
and the question arises how that decision process looks in multina-
tional companies with multi-location decision-making scenarios (Tate
& Bals, 2014).

Outlook: Which Factors Will Influence the
Backshoring Trend in the Near Future?

Future backshoring decisions will be influenced by factors such as the
importance of controlling supply chains, standardization of regula-

tions, political incentives, and new technologies. The various trends are
summarized in Table 1.

Level Trends of Interest

Environmental Standardization of regulations (e.qg.
environmental); political incentives (e.qg.
subsidies for backshoring); new technolo-
gies (e.g. 3D printing, Robotic Process
Automation, advancement of cyber-physi-
cal systems for manufacturing automa-

tion)

Organizational Importance of controlling supply chains;
increasing  experience  with  Global
Integrated Shared Services; digitization of

product

Group and Individual | Increasing use of mobile technologies

Table 1: Trends of Interest per Influencing Forces Level

The focus on supply chain capabilities has increased as companies
have realized that their supply chains can be a competitive advantage;
therefore they increasingly opt to control, own, and shorten them. This
allows for the reduction of lead times and the introduction of innova-
tions. Offshoring often means external and long supply chains, which
implies the risk of interruptions that have a negative impact not only
on profits but also on the customer relationship (Arlbjern et al. 2014;
Ellram et al, 2013). As supply chains can be shortened and centered
more around major markets, risks of supply chain disruptions, such as
by climatic events like hurricanes and taifuns disrupting transportation
(Bals, 2012), decrease. Moreover, more advanced recycling concepts to
keep resources in geographical proximity, e.g., in the spirit of closed-
loop supply chains (e.g., Wells and Seitz, 2005), cradle-to-cradle design
(McDonough and Braungart, 2010), and urban mining (Zaman, 2015)
would be facilitated.

Another aspect driving reshoring is standardization of regulations.
Recently, environmental regulations were proposed as a contributor to
reshoring and/or backshoring in particular; for example, international
shipping chains often operate on coal, and this could be challenged
soon in the context of carbon emissions (Gray et al, 2013). The short-
ened supply chains mentioned in the previous paragraph would make
it easier to overview and steer compliance with environmental as well as
social standards, ultimately facilitating implementation of triple bottom
line sustainability into whole supply chains (Bals & Tate, 2015).

Also, backshoring has caught the attention of politicians lately as it
promises to create jobs. The impact of governmental incentives on
backshoring and its sustainability need to be further researched (Tate,
2014). Nevertheless, it should be kept in mind that while bringing
production back closer to today’s major markets, future market devel-
opments should be carefully considered (Gray et al, 2013). Looking
back at the four cases mentioned above, there are only few possibilities
for companies to gain information on related opportunitites and risks.
The creation of dedicated platforms for tried and tested analyses and
exchange among companies making backshoring experiences could
help reduce the hurdles and accelerate transitions.
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Finally, technological advances will play a major role in the future
production and service landscapes as well. For services, especially
Robotic Process Automation (RPA) is of importance. RPA automates
service processes and has been reported to shorten them by 60% and
increase their accuracy, which in turn increases customer satisfaction and
generates cost savings of 25%-50% (IRP, 2015). For physical production
processes, additive manufacturing, like 3D printing, and the advance-
ment of cyberphysical systems are of importance. Additive manufactur-
ing enables a highly-automated production of finished products steered
by the product itself and therewith makes the assembly of different parts
obsolete. Additionally, it enables the digital storage and transportation
of products (Lee, Kao, & Yang, 2014; Abramowicz, 2015; Schmidt, Van den
Bossche, & Lakner, 2014). In Germany, for example, the advancement of
cyberphysical systems goes under the headline of “industry 4.0” and
is deemed a considerable growth factor for industry within Germany
(BMBF, 2014).

The implication of these technologies is that their mastery might in itself
develop into a competitive advantage, and in order for companies to
enable synergy effects, ensure mainentance, and exert full control, they
might be moved to local sites, even if in high(er) wage countries. Having
production and service provision back in such locations is facilitiated
by the replacement of manual work by automated processes, which in
turn erodes wage differentials. This has already led to the notion that the
location choice as we know it might be coming to an end, implying that
instead of picking a geographical scope, the future will be no specific
location at all (e.g, AT. Kearney, 2014; Brettel, Friederichsen, Keller, &
Rosenberg, 2014). Instead, a network of servers that could be located
anywhere in a centralized or decentralized way takes over these tasks.

These technological advances are expected to enable shorter time-to-
market and development cycles as well as more customized products
(De Treville et al.,, 2014). While most coverage on these trends refers to
manufacturing, this development applies for physical products as well
as services. IT services, for example, have been a target of offshore activi-
ties for years, but in the current digital environment, companies increas-
ingly invest in high quality and integrated communication aligned, as
this forms an important part of the customer experience (Laudicina,
Peterson, & Gott, 2014).

Although offshore countries still are important locations for Western
companies, a trend towards increasing coverage of backshoring events
in the media and recent literature is observable. The motives and actual
decision-making processes provide interesting research opportunities.
Further research should also study more broadly how this trend will
developinthe upcoming years and how the off-and reshore movements
relate to each other in terms of magnitude. Besides the operational
adaptions of those companies for which offshoring was not a suitable
strategy in the first place, it is expected that the number of companies
for which backshoring is a strategic adaption to face changed macro-
economic factors, regulations, customer demand and supply disruption
risks will increase. Backshoring might be a means to secure competitive-
ness in this changing landscape, harnessing the erosion of traditional
geographic criteria in the light of new technological possibilities.
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