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A B S T R A C T

This paper describes an empirically derived classification of the various factors that influence offshoring and
backshoring decisions based on data from 275 offshoring and 160 backshoring projects. The study developed one
set of factor bundles for offshoring and another set of such bundles for backshoring; these sets were then
compared, and their relationships with post-relocation benefits were analyzed. These benefits were also grouped
into bundles based on the empirical relationships. This research contributes an empirically derived classification
scheme of decision factors for both offshoring and backshoring as well as an analysis of the relationships be-
tween decision factors and benefits for each type of relocation direction.

1. Introduction

Managers and researchers alike have devoted increasing attention to
the practice of backshoring and its relationship with offshoring in re-
cent years. For practitioners, the relocation of manufacturing can help
to improve the utilization of local capabilities at various plants to better
balance the entire set of operations. For researchers, it is important to
understand the practice of backshoring and how it offers perspectives
on how firms are balancing their network capabilities by transferring
manufacturing activities between geographic regions. The location
decision is complex and involves many dimensions, ultimately forcing
decision-makers to weigh benefits against risks. The decision is of
strategic importance, however, as the optimal location of an activity
may provide a competitive advantage and contribute to the success of a
firm (MacCarthy and Atthirawong, 2003). Finding the ideal combina-
tion of locations for the activities within a network, through manu-
facturing relocations, has recently been referred to as “rightshoring”
(Joubioux and Vanpoucke, 2016; Tate and Bals, 2017).

One aspect of the extant literature has aimed to create conceptual
frameworks for grouping the set of factors that can potentially influence
a relocation decision; see for example Ellram et al. (2013), Linares-
Navarro et al. (2014), Tate et al. (2014), Ancarani et al. (2015),
Fratocchi et al. (2016), Srai and Ané (2016), Stentoft et al. (2016) and
Barbieri et al. (2018). Rather than having to consider a large set of
factors, grasping a few categories or areas in order to understand the

dimensions of the issues at hand can be more convenient. Previous
frameworks have typically been derived theoretically or conceptually.
Only Roza et al. (2011), Ellram et al. (2013), Tate et al. (2014), Linares-
Navarro et al. (2014) have used empirical data to bundle the drivers of
relocation. These studies were only related to offshoring decisions,
however, and did not include backshoring. According to Fratocchi et al.
(2016), a large number of motivations for backshoring have been
identified in the literature, but systematization/investigation of the
relative importance of these motivations is still lacking. In addition,
studies on offshoring and backshoring have suggested that the decision
drivers are different between the two relocation directions; Benstead
et al. (2017) as well as Di Mauro et al. (2018) have therefore called for a
joint analysis on offshoring and backshoring to further assess the si-
milarities and differences between them.

We have not been able to identify any framework or classification
scheme that uses empirical data for both offshoring and backshoring.
The primary purpose of this study was thus to address this research
need by providing empirically derived bundles of drivers for offshoring
as well as backshoring and to then compare these bundles.
Furthermore, Roza et al. (2011) called for an investigation of the impact
of offshoring drivers on offshoring performance, and Mykhaylenko
et al. (2015) suggested that the particular motive of a manufacturing
relocation project should have an important role for performance ef-
fects. A second purpose of this research was thus to investigate how the
bundles of relocation drivers relate to the benefits experienced from the
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offshoring or backshoring activity.
In order to address our research questions, we conducted an ex-

ploratory survey study using data from 847 respondents in Denmark,
Finland, and Sweden. The survey covered both offshoring and back-
shoring, which allowed us to identify any similarities and differences
between these two opposing directions of manufacturing relocations. In
this study, offshoring and backshoring are defined as two different
specifications of the generic decision to change manufacturing loca-
tions. Offshoring refers to the relocation of a firm's activities beyond the
borders of its base country (Jahns et al., 2006), while backshoring refers
to the reverse decision, i.e., a relocation back to the domestic location
of the firm (Kinkel, 2014).

In this paper, we first discuss the related literature to summarize the
extant views on how factors can be grouped for manufacturing re-
location decisions. We then present our research approach. The results
section is concerned with exploratory studies of the bundling of deci-
sion drivers and benefits from specific relocation projects as well as the
relationships between those factors. The aim of this research is to
contribute to the general understanding of manufacturing relocations in
terms of both offshoring and backshoring.

2. Related literature

The twin phenomena of offshoring and backshoring have attracted
increasing research interest in recent years. For an overview,
Schmeisser (2013) and Mihalache and Mihalache (2016) have both
provided literature reviews on offshoring, while Stentoft et al. (2016),
Wiesmann et al. (2017) and Barbieri et al. (2018) have provided the
corresponding literature reviews for backshoring. A number of theories
have been used to explain both offshoring and backshoring, of which
the most commonly used are transaction cost economics (TCE), the
resource-based view (RBV) and Dunning's OLI (ownership, location,
and internalization) framework (Foerstl et al., 2016; Mihalache and
Mihalache, 2016; Wiesmann et al., 2017).

TCE and RBV both essentially focus on the make-or-buy decision but
from two different perspectives. While TCE proposes that firms opti-
mize their decisions based on minimizing transaction costs associated
with an activity, the RBV suggests that the search for competitive ad-
vantage is what drives the manufacturing relocation (McIvor, 2009).
This situation means that firms invest capital in areas where they have
their key competencies but outsource areas for which they can find a
competitive advantage outside the firm. TCE is widely used to explain
offshoring, which some have even called a cost-reducing strategy, since
offshoring decisions to a large extent are based on cost considerations
(Mihalache and Mihalache, 2016). If TCE theory is applied to back-
shoring, then the implication would be that backshoring would occur
when cost factors are beneficial for the domestic location compared to
the offshore location. But even though several studies have shown that
cost factors are indeed considered in backshoring projects, firms gen-
erally base their backshoring decisions on a number of other aspects,
including quality, flexibility, delivery, and access to skills and knowl-
edge (see Kinkel and Maloca, 2009; Kinkel, 2012; Canham and
Hamilton, 2013; Johansson and Olhager, 2018). According to Canham
and Hamilton (2013), backshoring to more expensive and highly net-
worked economies would indicate that firms are moving away from
considering only transactional costs and are beginning to emphasize
resource-based aspects even more in their manufacturing relocation
decisions.

In his OLI framework, Dunning (2015) explained international
manufacturing by proposing three determinants that must be realized
for a firm to engage in foreign value-adding activities: ownership ad-
vantages (O), location advantages (L), and internalization advantages
(I). The L advantages are of greatest interest for the purposes of the
present study, as offshoring and backshoring are essentially location-
related decisions (Ellram et al., 2013; Gray et al., 2013). The L ad-
vantages in the OLI framework are further categorized into four groups

of factors that influence the location decision: resource-seeking,
market-seeking, efficiency-seeking, and strategic asset-seeking ad-
vantages (Dunning, 1998). The OLI framework has become one of the
leading paradigms in international business (Wiesmann et al., 2017)
and is frequently discussed within studies on offshoring and back-
shoring (see, for example, Kinkel and Maloca, 2009; Arlbjørn and
Lüthje, 2012; Ellram et al., 2013; Ancarani et al., 2015; Fratocchi et al.,
2016). As an example, Ellram et al. (2013) used the L advantages in
Dunning's framework to categorize offshoring drivers. They observed
that firms tend to move away from resource-seeking considerations and
focus more on efficiency-seeking and strategic asset-seeking aspects
such as supply chain capabilities, knowledge creation, and customer
value creation.

2.1. Drivers of manufacturing relocations

A few previous studies from the literature on offshoring and/or
backshoring have discussed individual factors as drivers without clas-
sifying them. This is typical for case studies (e.g. Drauz, 2014; Martínez-
Mora and Merino, 2014; Gylling et al., 2015; Joubioux and Vanpoucke,
2016; Baraldi et al., 2018; Di Mauro et al., 2018) as well as for some
survey studies (e.g., Kinkel and Maloca, 2009; Lewin et al., 2009;
Kinkel, 2012; Canham and Hamilton, 2013; Stentoft et al., 2015;
Heikkilä et al., 2018; Johansson and Olhager, 2018). For example,
Kinkel and Maloca (2009) and Kinkel (2012) listed six drivers for off-
shoring decisions (labor costs, market opening, capacity bottlenecks,
vicinity to customers, taxes and subsidies, and knowledge clusters) and
five for backshoring (flexibility, quality, coordination costs, infra-
structure, and availability of qualified personnel). Canham and
Hamilton (2013) distinguished between reasons for offshoring and
staying at home; the top four reasons for offshoring were found to be
labor costs, capacity constraints, inability to produce at home, and the
opening of new networks, while the top reasons for staying at home
were compromised quality, small production runs, loyalty/patriotism,
the value of being “Made in New Zealand”, the ability to remain close to
customers, and overly small firm size. Clearly, these are individual
drivers rather than groups of drivers. Several studies, however, have
attempted to categorize the driving factors of relocation. Table 1
summarizes the frameworks available in the extant literature.

The sources shown in Table 1 are listed in chronological order. It is
interesting to note how the focus has shifted from offshoring to back-
shoring: the first five studies have focused on offshoring, while the four
most recent studies have investigated backshoring. Backshoring has
undoubtedly received considerable attention in academia in recent
years, but, as a number of studies have highlighted that the dynamic
nature of global manufacturing implies a relationship between off-
shoring and backshoring decisions (Gray et al., 2013; Tate et al., 2014;
Joubioux and Vanpoucke, 2016; Mihalache and Mihalache, 2016;
Wiesmann et al., 2017), it is surprising to find that no framework in the
extant literature have included both offshoring and backshoring dri-
vers. An attempt towards such a framework can be found in Di Mauro
et al. (2018), who used the structure of the backshoring framework by
Fratocchi et al. (2016) to map offshoring motivations from the litera-
ture; both frameworks were then used to illustrate the main motivations
for both off- and backshoring in four SMEs. From Table 1 it is also clear
that most categorizations of relocation drivers are conceptual, being
based on theory or literature reviews. Only four studies have used
empirical data (from surveys), but these studies were only related to
offshoring and did not include backshoring. In fact, no frameworks for
backshoring currently exist that are based on recent survey data. If we
look more closely at the different factor groups, we see that they pre-
dominantly display considerable differences, although they all include
groups related to cost/efficiency. We may thus conclude that re-
searchers have not reached a consensus about how to group factors or
drivers related to manufacturing relocations, whether it be offshoring
or backshoring.
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2.2. Benefits of manufacturing relocations

The benefits of manufacturing relocations have not been in-
vestigated to the same extent as the drivers of such relocations have.
Theoretically, several benefits would be expected by such a relocation,
including cost advantages; improved quality, flexibility, and delivery
reliability; and access to skills, knowledge, and innovation capabilities
(Lewin et al., 2009; Tate et al., 2014; Ancarani et al., 2015). In their
literature review, Mihalache and Mihalache (2016) found several stu-
dies that had reported positive, negative, or no association at all be-
tween offshoring and performance; and thereby concluded that pre-
vious studies on offshoring performance had provided inconsistent
results. Mykhaylenko et al. (2015) explained these findings as a matter
of contexts. They argued that it is the conditions and contexts sur-
rounding the manufacturing relocation that determine relocation suc-
cess, and that many different set-ups might potentially yield the same
results.

Backshoring is often discussed as a consequence of poor perfor-
mance at the offshore site. For example, firms that have offshored for
cost reasons often experience drawbacks related to supply chain factors
and risks as well as increasing costs of operations (Ellram et al., 2013)
or poor quality production (Kinkel and Maloca, 2009). In addition,
studies on offshoring and backshoring have emphasized the fact that
location factors are dynamic; factors such as labor cost, country-specific
regulations, exchange rates, and tax systems change over time and may
become obsolete. Consequently, the optimal location for manufacturing
might also change (MacCormack et al., 1994; Ellram et al., 2013; Tate
et al., 2014; Gylling et al., 2015). Although only a few empirical studies
have been conducted on the performance effects of backshoring, the
evidence indicates that backshoring may lead to increased quality,
flexibility, and delivery performance (Stentoft et al., 2015; Johansson
and Olhager, 2018) as well as improved cost performance (Robinson
and Hsieh, 2016). Stentoft et al. (2018) emphasized the importance of
having a manufacturing and relocation strategy for backshoring to
achieve improvements in cost, quality, and flexibility. Stentoft et al.
(2015) and Johansson and Olhager (2018) have provided extensive
discussions on the benefits or performance effects for both offshoring
and backshoring. Their findings indicate that cost is still the dominant
perspective related to offshoring, while quality, flexibility, and delivery
are associated with backshoring to a higher extent.

3. Research and survey design

3.1. Research design

This research employed three research questions to explore off-
shoring and backshoring drivers and benefits as well as their relation-
ships. The first research question was:

RQ1. How can the factors influencing offshoring and backshoring be
bundled, and how similar or dissimilar are the factor bundles for off-
shoring versus backshoring?
Similarly, because we were interested in how the benefits experi-
enced from offshoring or backshoring may be classified empirically,
our second research question was:
RQ2. How can the benefits experienced from offshoring and backshoring
be bundled, and how similar or dissimilar are the benefit bundles with
respect to relocation direction?
Finally, we investigated the relationships between decision-factor
bundles and benefit bundles in order to answer the third research
question:
RQ3. How do pre-relocation factor bundles relate to post-relocation
benefits for offshoring and backshoring, and how similar or dissimilar are
these relationships?
The research model is illustrated in Fig. 1.

This research was based on a large-scale survey on experiences from
manufacturing relocation projects conducted among the manufacturing
industries of Denmark, Finland, and Sweden. We performed an ex-
ploratory study to investigate how the various factors that potentially
influence offshoring and/or backshoring decisions are related and how
they should be grouped empirically into bundles. We distinguished
between factors for offshoring and backshoring projects to analyze
whether or not the factors were logically grouped in the same way. In
the same manner, we bundled and compared the benefits experienced
from the relocation projects. The bundling of drivers and benefits was
made by exploratory factor analyses (EFA) using IBM SPSS Statistics 24.
The bundles were then compared using t-tests of factor means to de-
termine any statistical differences between the relocation directions.
Finally, we investigated the associations between bundles of drivers
with bundles of benefits by conducting regression analyses for off-
shoring and backshoring separately.

Table 1
Overview of existing frameworks from extant literature.

Literature source Factor groups Comment

Jahns et al. (2006) Economic, Political-legal conditions, Socio-demographic, Technology 4 groups for offshoring, based on literature review
Roza et al. (2011) Cost drivers, Resource drivers, Entrepreneurial drivers 3 groups for offshoring, based on theory, confirmed

with survey data
Ellram et al. (2013) Input/product, Cost, Labor, Logistics, Supply chain interruption risks, Strategic access, Country

risk, Government trade policies
8 groups for offshoring, based on survey data

Linares-Navarro et al.
(2014)

Cost drivers, Strategic drivers, Resource drivers, Imitation drivers 4 groups for offshoring, based on survey data

Tate et al. (2014) Labor cost gap-factor market rivalry, Skilled labor, Energy cost, Currency exchange, Tax
structure, Shipping time/customer proximity

6 groups for offshoring, based on survey data

Ancarani et al. (2015) Efficiency seeking, Market seeking, Resource seeking, Strategic asset seeking 4 groups for manufacturing relocation in general,
adapted from Dunning (2000)

Fratocchi et al. (2016) Value-driven internal, Value-driven external, Efficiency-driven internal, Efficiency-driven
external

4 groups for backshoring, based on secondary data
from newspapers and magazines

Srai and Ané (2016) Quality & brand image, Country factor costs, Reconfiguration and restructured cost, Enhanced
innovation, Responsiveness and resource efficiency, Risk management and dependability,
Institution

7 groups for backshoring, based on literature review

Stentoft et al. (2016) Cost, Quality, Time and flexibility, Access to skills and knowledge, Risks, Market, Others 7 groups for backshoring, based on literature review
Wiesmann et al. (2017) Global competitive dynamics, Host country, Home country, Supply chain, Firm-specific 5 groups for backshoring, based on literature review
Benstead et al. (2017) Cost-related, Competitive priorities, Infrastructure-related, Risk, uncertainty and ease of doing

business
4 groups for backshoring, based on literature review

Barbieri et al. (2018) Managerial mistake, External environment (six subcategories), Internal environment (six
subcategories)

13 groups for backshoring, based on literature
review
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3.2. Survey design

An exploratory survey was designed to investigate the decision-
making processes related to offshoring and backshoring projects, as
well as the associated benefits, in the Nordic countries. According to
Malhotra and Grover (1998), the use of an exploratory approach is
appropriate when the phenomenon of interest is novel and when
measures and concepts remain under-developed. Although researchers
have examined offshoring for quite some time, the phenomenon of
backshoring and the relationships between offshoring and backshoring
still remain under-researched, which makes the exploratory survey
appropriate to use in order to become more familiar with the topics. In
this survey, we treated offshoring and backshoring projects separately,
i.e., the backshoring decisions were not specifically related to an earlier
offshoring decision. Thus, the set of backshoring projects was in-
dependent of the set of offshoring projects.

The survey was designed in accordance with the guidelines found in
Forza (2009). It included three sections: (i) general data concerning the
focal plant, (ii) details on the latest significant offshoring project, and
(iii) details on the latest significant backshoring project. Appendix A
presents the survey questions that are relevant for the analysis of this
paper, including the full sets of items, scales, and supporting sources.
The sections on offshoring and backshoring contained 21 factors that
had potentially driven the offshoring or backshoring decisions as well
as nine factors that were potential benefits associated with the specific
offshoring or backshoring project. The factors were derived from pre-
vious literature in order to ensure a high level of validity of the ques-
tions. Three factors were included both as a driver and as a benefit:
labor cost, logistics cost, and other costs (see Appendix A). All three
items have been cited in the literature as potential drivers but also as
potential benefits or performance effects. We therefore chose to include
both aspects of these factors. It should be noted that these were separate
items in different sections of the survey. There is no automatic re-
lationship between them; for example, having labor cost reduction as a
driver does not necessarily mean that labor cost benefits are achieved.
The survey used five-point perceptual scales, and the same set of
questions was used for offshoring and backshoring in order to detect
any significant differences between the two relocation directions. The
unit of analysis used in this study was the latest significant offshoring
and/or backshoring project within the previous five years.

The survey was first developed in English and then translated into
the respective native languages of the three countries in this study. Both
versions were made available to the respondents, but before the survey
was released, it was pre-tested in each country with both researchers
and practitioners who were familiar with survey research to ensure the
validity of the questions. The test panel suggested only a few minor
corrections, which were then incorporated in the final version of the
survey. The survey data were collected simultaneously in the three
countries, during September and October 2015.

3.3. Sample

The target group for the survey consisted of manufacturing plants
with more than 50 employees in Denmark, Finland, and Sweden (in-
dustry SIC codes 10–33). Plants with fewer than 50 employees were
excluded from the study because, based on previous survey studies (see
Kinkel, 2012; Canham and Hamilton, 2013), they could be assumed to
report very low levels of manufacturing relocation. Plant and contact
information was gathered from the national registers of statistics in
each country. In total, 4601 plants were identified in the population,
which were distributed per country as follows: 949 Finnish plans, 2015
Danish plants, and 1637 Swedish plants. All plants in the target group
were contacted, with a total of 847 responses, which corresponded to a
response rate of 18.4%. Table 2 displays the distribution of responses in
terms of size and industry.

The distribution across the three countries regarding size and in-
dustry was found to be similar. Sweden had a slightly higher share of
large firms, and Danish industry was stronger within the food industry
than that of the other countries, but these differences were in line with
the expected differences between the countries. The distribution of
responses was found to be a good representation of the population. A
slight overrepresentation of large plants was found, but this was to be

Fig. 1. Research model.

Table 2
Respondent characteristics with regards to plant size and industry.

Characteristic Denmark Finland Sweden Total

Size
Less than 100 59.5 51.1 34.2 46.1
101–250 28.1 28.8 45.7 36.1
251–500 7.4 11.9 9.5 9.5
More than 500 5.0 8.2 10.6 8.3
Industry (SIC code)
Machinery industry and

equipment (28)
17.1 22.7 17.4 18.8

Fabricated metal products, except
machines (25)

8.6 14.8 10.7 11.2

Food industry (10) 19.2 6.1 7.5 10.5
Electrical equipment (27) 5.3 6.6 7.0 6.4
Other non-metallic mineral

products industry (23)
9.4 4.8 4.6 6.0

Rubber and plastics industry (22) 5.7 5.7 5.6 5.7
Chemical industry (20) 3.3 7.0 5.9 5.4
Computer, electronic and optical

products (26)
5.3 6.1 5.1 5.4

Timber industry (16) 5.3 5.7 5.1 5.3
Paper industry (17) 2.4 2.6 6.2 4.1
Motor vehicle, trailer and semi-

trailer industry (29)
2.0 2.2 5.4 3.5

Basic metals industry (24) 1.2 1.7 4.8 3.0
Furniture industry (31) 4.1 2.2 2.7 3.0
Other industry 11.0 11.8 12.1 11.7
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expected, since larger plants are more likely to have more opportunities
to consider make-buy decisions and to relocate manufacturing between
plants in multi-plant networks.

The survey respondents included production managers (42.1%),
plant managers (29.4%), global operations directors or managers
(10.4%), supply chain directors or managers (8.2%), and others (9.9%).
The average respondent had 15.8 years of experience in production and
operations management, and 6.2 years in his or her current position.
Consequently, the respondents were assumed to be knowledgeable
about recent offshoring and backshoring projects. The sample thus re-
presented a good cross-section of the industries in Denmark, Finland,
and Sweden, and the respondents were assumed to have had a firm
knowledge of the issues covered in the survey.

Not all respondents reported specific data on the latest offshoring or
backshoring project, meaning that the number of useable responses for
this research was 435, divided into 275 offshoring projects and 160
backshoring projects. The breakdown per country and relocation type is
shown in Table 3.

3.4. Data validation

The sample was tested for non-response bias according to re-
commendations by Armstrong and Overton (1977) and Lambert and
Harrington (1990). With this method, late respondents, or respondents
who require more prodding to answer, are assumed to be more like non-
respondents; therefore the answers of the first wave of respondents are
compared with later returns using a t-test for comparison of means. This
was done for all the items included in this study, for 60 items in total
(21 drivers and 9 benefits in each relocation direction). Only four items
showed significant differences (at the 0.05 level) between the early
25% and the late 25% respondents: two drivers for offshoring (changes
in the currency exchange rate and following of industry practice) and
two drivers for backshoring (proximity to R&D and product develop-
ment and time-to-market). In all of these cases, late respondents rated
the importance of the driver on average lower than the early re-
spondents, which indicates that non-respondents considered four dri-
vers to be unimportant. But 56 out of 60 items did not show any sig-
nificant differences, so we were able to conclude that non-response bias
did not pose a problem for this study.

The sample was also tested for common method variance using
Harman's one factor test, as recommended by Podsakoff et al. (2003).
With this method, the un-rotated factor solution of an EFA (for all
variables in the study) is examined, in order to determine the number of
factors that account for the variance in the variables. If a considerable
amount of common method variance is found, then we may assume that
either one single factor will emerge or one factor will account for the
majority of the variance in the variables (Podsakoff et al., 2003). Our
analyses resulted in five components each for offshoring and back-
shoring drivers, of which the first component explained 30.8% and
38.0% of the variance, respectively. The benefits analyses resulted in
two components each for offshoring and backshoring, of which the first
component explained 46.6% and 46.5% of the variance, respectively.
Thus, our data set did not seem to suffer from common method var-
iance.

4. Results

4.1. Bundling of drivers

Research question 1 (RQ1) was addressed by performing an ex-
ploratory factor analysis to investigate how the factors that potentially
influence offshoring or backshoring decisions are related and how they
should be empirically grouped into bundles. In addition to the 21 fac-
tors included in the survey, the respondents could add specific reasons
for their most recent offshoring or backshoring project; some re-
spondents added one or two, but these seemed to be strongly linked to
their specific situation, and none of these added factors gained enough
support to indicate that they should be included in further analyses. The
respondents were asked to indicate the level of importance of each
factor in their recent manufacturing relocation decisions (two sets of
questions: one for offshoring and one for backshoring) along a five-

Table 3
Distribution of respondents across countries and manufacturing relocation type.

Denmark Finland Sweden Total

Offshoring projects 83 59 133 275
Backshoring projects 31 30 99 160
Total 114 89 232 435

Table 4
Exploratory factor analysis of relocation drivers and t-test between factor means
for offshoring versus backshoring.

Construct Items Offshoring Backshoring

Cost Labor cost 0.873 0.637
Other cost 0.783 0.848
Cronbach’s alpha 0.530 0.548
Eigenvalue 1.015 1.060
% of variance explained 4.832 5.046
Mean (Std.) 3.60** (0.96) 2.82** (0.95)

Development Access to skills and
knowledge

0.813 0.791

Access to technology 0.780 0.793
Proximity to R&D and
product dev.

0.598 0.831

Focus on core areas 0.469 0.694
Quality 0.638 –
Cronbach’s alpha 0.775 0.818
Eigenvalue 6.460 2.655
% of variance explained 30.760 12.643
Mean (Std.) 2.57*** (0.85) 3.28*** (0.99)

Quality Quality – 0.832
Eigenvalue – 1.128
% of variance explained – 5.369
Mean (Std.) – 3.82 (1.08)

Marketproximity Lead-time 0.823 0.659
Production close to or in
the market

0.697 0.772

Logistics cost 0.694 0.748
Flexibility 0.671 0.563
Changes in the currency
exchange rates

0.406 0.660

Cronbach’s alpha 0.790 0.793
Eigenvalue 1.993 1.921
% of variance explained 9.489 9.146
Mean (Std.) 2.82* (0.91) 3.21* (0.92)

Externalinfluence Follow industry practice 0.775 0.897
Requirement from
customer

0.589 0.867

Shortage of qualified
personnel

0.738 0.512

Cronbach’s alpha 0.695 –
Eigenvalue 1.726 –
% of variance explained 8.219 –
Mean (Std.) 2.08 (0.94) –

Trade policy Trade barriers 0.729 0.863
Country-specific
conditions

0.626 0.846

Cronbach’s alpha 0.703 0.904
Eigenvalue 1.668 7.987
% of variance explained 7.941 38.031
Mean (Std.) 2.36 (0.96) 2.11 (0.90)

Statistical significances: *p < 0.05, **p < 0.01, ***p < 0.001.
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point scale ranging from “very low” (= 1) to “neither high nor low” (=
3) to “very high” (= 5). Principal component analysis with varimax
rotation was then used; the results are shown in Table 4. The factor
means were calculated by the average of the items included in the
factor.

Four items were removed from the analysis, either because they had
low factor loadings or high cross-loadings (see Appendix A). A few
factor loadings were below 0.6 (i.e., slightly lower than normally ac-
ceptable loading), although all these items received factor loadings
above 0.6 for the other relocation direction; for this reason, we retained
them in the analysis for comparative reasons. The remaining items
loaded on five factors with eigenvalues above one, both for offshoring
and backshoring, and the five factor models explained 61.2% and
70.2% of variance, respectively.

The factor bundles, however, differed slightly between the two re-
location directions. For offshoring, the items loaded on five factors that
were interpreted as cost, development, market, external influence, and
trade policy. For backshoring, quality emerged as a single item. In ad-
dition, external influence and trade policy loaded on the same component
and were thus consolidated for backshoring. The factor means indicated
that cost was the only important factor for offshoring (mean value
above the scale midpoint), whereas development, quality, and market
were rated as important for backshoring. While the cost bundle was
significantly more important for offshoring than backshoring, the re-
verse was true for the development and market bundles. In addition,
quality played a unique role for backshoring and was the highest-
ranked factor overall, which indicates that development, market, and
quality were important for backshoring.

4.2. Bundling of benefits

To address RQ2, we performed an exploratory factor analysis of the
benefits experienced from the manufacturing relocation. The survey
included nine areas in which benefits from offshoring and backshoring
could be expected. These were related to basic competitive priorities,
i.e., cost, quality, delivery, and flexibility (Boyer and Lewis, 2002; Li
et al., 2006). Three items were concerned with cost: labor costs, lo-
gistics costs, and other costs. Quality, delivery, and flexibility had two
items each: product quality, process quality, delivery speed, delivery
reliability, volume flexibility, and product-mix flexibility. The re-
spondents were asked to rate the level of benefit that had been obtained
based on the specific manufacturing relocation project (i.e., two sets of
questions: one for offshoring and one for backshoring) along a five-
point scale ranging from “strongly disagree” (= 1) to “neither agree nor
disagree” (= 3) to “strongly agree” (= 5). Again, principal component
analysis with varimax rotation was used, and the factor means were
calculated by the average of items included in each respective benefit
bundle. The results are shown in Table 5.

A few factor loadings were below 0.6, indicating slightly lower than
normally acceptable loading, but these items received factor loadings
above 0.6 for the other relocation direction, which meant that they
were kept in the construct. The items loaded on two factors with ei-
genvalues above one (identically for offshoring and backshoring), and
the two factor models explained 61.6% and 62.1% of variance, re-
spectively. The three items related to cost loaded on one component,
while the items related to quality, delivery, and flexibility loaded on
another component; these bundles were interpreted as cost and QDF
(short for quality, delivery, and flexibility). The factor means indicated
that both offshoring and backshoring had led to cost benefits (only
slightly higher for offshoring with no significant difference), while the
QDF benefits had been reaped at a significantly higher level for back-
shoring than for offshoring.

4.3. The relationship between drivers and benefits

Finally, to address RQ3, we examined the relationships between

factor bundles and benefit bundles through multiple regression ana-
lyses. Three control variables were included in the analyses: “number of
employees” controlled for firm size, while dummy Finland and dummy
Denmark controlled for differences between the three countries in the
study (value of 0 representing Sweden).

The regression results are displayed in Table 6a for offshoring and
Table 6b for backshoring. All models had highly significant F values and
their explanatory powers were strong, with adjusted R2 at least above
0.30. The control variables were significant in two models. Finland
showed a positive association with cost benefits for offshoring, which
indicates that Finnish companies have been more successful in their
offshoring projects than Swedish or Danish companies in terms of cost
performance. Further, firm size was found to have a positive significant
impact on cost benefits for backshoring, thus indicating that economies
of scale were more accessible to larger firms that had brought back
manufacturing.

Table 6a shows that the cost benefits for offshoring were positively
and significantly associated with cost factors and market factors, but
were not related to development, trade policy or external influence
factors. The QDF benefits, in contrast, were positively and significantly
associated with development and market proximity but not with cost,
trade policy, or external influence. Cost benefits could thus be expected
if offshoring projects were motivated by cost factors, while QDF factors
could be expected if projects were motivated by development factors.

Table 5
Exploratory factor analysis of benefits and t-test between factor means for off-
shoring versus backshoring.

Construct Items Offshoring Backshoring

Cost benefits Other costs 0.790 0.876
Labor costs 0.776 0.545
Logistics costs 0.492 0.719
Cronbach’s alpha 0.584 0.650
Eigenvalue 1.359 1.396
% of variance explained 15.097 15.510
Mean (Std.) 3.55 (0.79) 3.39 (0.86)

QDF benefits Delivery reliability 0.827 0.779
Delivery speed 0.799 0.772
Volume flexibility 0.786 0.569
Product mix flexibility 0.763 0.477
Process quality 0.744 0.877
Product quality 0.689 0.789
Cronbach’s alpha 0.879 0.874
Eigenvalue 4.186 4.191
% of variance explained 46.513 46.563
Mean (Std.) 2.94*** (0.84) 3.86*** (0.81)

Statistical significances: * p < 0.05, ** p < 0.01, ***p < 0.001.

Table 6a
Result of regression analysis for offshoring.

Dependent variable Cost benefits QDF benefits

Beta t-value Sig. Beta t-value Sig.

(Constant) 5.629*** 5.941***
Control variable

Size 0.030 0.528 0.026 0.439
Dummy Finland 0.253 4.303*** 0.092 1.546
Dummy Denmark 0.106 1.685 0.019 0.287

Independent variables
Cost 0.388 6.946*** − 0.093 − 1.635
Development − 0.080 − 1.323 0.166 2.681**
Market proximity 0.353 5.217*** 0.460 6.636***
External influence 0.072 1.108 0.119 1.800
Trade policy 0.005 0.073 − 0.098 − 1.507

Adjusted R2 0.345 0.316
F 15.953*** 14.085***

Statistical significances: *p < 0.05, **p < 0.01, ***p < 0.001.
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Interestingly, both cost benefits and QDF benefits would be enjoyed if
offshoring projects were driven by market-proximity factors, thus em-
phasizing the importance of the market bundle for offshoring. If off-
shoring projects were driven by trade policy or external influence fac-
tors, then neither cost nor QDF benefits would be expected.

Table 6b shows that the cost benefits for backshoring projects were
found to be positively and significantly associated with cost factors and
market factors but not related to development, quality, or external in-
fluence factors and trade policy. The QDF benefits, in contrast, were
positively and significantly associated with development, quality, and
market proximity factors. We should emphasize that quality as a driver
had an extremely strong and significant impact on QDF benefits in
backshoring projects.

Cost benefits could be expected if backshoring projects were driven
by cost or market-proximity factors, while QDF benefits could be ex-
pected when projects were driven by development, quality, or market-
proximity factors. Again, market-proximity factors showed a strong
association with both cost and QDF benefits. If backshoring projects
were driven by external influence and trade-policy factors, however,
then neither cost nor QDF benefits would be expected.

5. Discussion

Let us revisit the three research questions. RQ1 focused on how the
factors that influence offshoring and backshoring can be bundled into
empirically logical groups. The empirical bundling of factors that in-
fluence manufacturing relocation decisions resulted in two different
sets of factors for offshoring and backshoring. For offshoring, the re-
levant factors were cost, market, development, trade policy, and ex-
ternal influence (in order of importance, according to factor means).
For backshoring, in contrast, quality stood out as a single item factor; it
was rated as the most important factor according to factor means. The
other relevant factors were development, market proximity, cost, and
external influence and trade policy together; in contrast to offshoring,
external influence and trade policy were combined into one factor with
little importance for backshorers.

RQ2 focused on the corresponding bundling of post-relocation
project benefits. The empirically classified bundles of benefits were
identical for offshoring and backshoring, which indicated a strong re-
levance for cost and QDF as benefits. According to the factor means of
benefits, offshoring firms had experienced cost benefits, while back-
shoring firms had enjoyed both cost and QDF benefits.

Finally, RQ3 investigated relationships between decision-factor
bundles and benefit bundles. The regression analyses showed sig-
nificant associations between factor bundles and benefit bundles, the
most striking of which was the importance of market proximity-related

factors for both offshoring and backshoring, both for cost and QDF
benefits. Being close to the customer is clearly beneficial for logistics
costs, lead times, and flexibility, all of which are factors that influence
both the financial and non-financial performance measures of a firm. In
addition, the findings indicated that cost factors had led to cost benefits
for both offshoring and backshoring, while development yielded QDF
benefits in both directions (and quality in the case of backshoring).

Compared to earlier studies that have categorized relocation factors,
this study has presented an empirically derived bundling based on how
firms actually treat location factors. The results presented here should
thus be more relevant for further studies of relocation factors than
theoretically derived categorizations.

Our findings suggest that while cost is a key component for off-
shoring, backshoring is primarily related to several other factors. The
issue of manufacturing location hence cannot be completely explained
by changes in relative costs between offshoring and high-cost countries.
Rather, backshoring projects are corrections to offshoring decisions that
have overemphasized cost and undervalued important yet difficult-to-
quantify performance challenges (see Gray et al., 2017). Our findings
have also emphasized the importance of development competences at
the home site, which lends support to Nujen and Halse's (2017) ob-
servation that: “sourcing decisions tend to disregard in-house knowl-
edge aspects. … Moreover, the extant research within global sourcing
often has an external focus when discussing knowledge, and to a less
degree been addressing the risks associated with the loss of internal
competence, knowledge base and innovation ability.” (Nujen and
Halse, 2017: pp. 262, 263). In order to fully understand the char-
acteristics of relocation options when discussing where to locate man-
ufacturing, the full set of bundles and benefits identified in this research
must be considered and evaluated.

The results of this research support transaction cost economics
(TCE) as well as the resource-based view (RBV). Both offshoring and
backshoring projects indicated a significant impact of the cost bundle as
a driver on cost benefits, which implies that even backshoring projects
follow the fundamentals of TCE. The corresponding situation held for
the impact of the development bundle as a driver of QDF benefits, i.e.,
not only for backshoring but also for offshoring. Thus, both offshoring
and backshoring projects might aim for lower transaction costs as well
as attracting important resources.

This research has also shed light on the four types of location ad-
vantages in the OLI framework, as outlined in Dunning (1998). We
were able to identify bundles that are closely related to (i) market-
seeking advantages (market and trade-policy bundles), (ii) efficiency-
seeking advantages (cost and trade-policy bundles), and (iii) strategic
asset-seeking advantages (development bundle, including quality). We
were unable to identify any bundle that related to resource-seeking
advantages, however, such as access to raw materials (which did not
load in any bundle, see Appendix A). The lack of resource-seeking ad-
vantages supports Ellram et al.’s (2013) observation that firms tend to
move away from resource-seeking considerations in favor of other as-
pects. In addition, we have identified external influence as a bundle,
although this bundle had a low average score and did not significantly
affect any benefits.

6. Implications, limitations, and further research

For managers who are aiming to rightshore, this research has pro-
vided several interesting insights. The driving factors of the relocation
decision are important antecedents of performance effects in terms of
the benefits experienced from the relocation. This situation means that
firms need to carefully consider what they want to achieve by re-
locating their manufacturing; they also need to align their relocation
decisions with their competitive strategies. In general, managers should
always pay attention to market-proximity factors, as this study has
emphasized the importance of such factors for the relocation to be
successful, both for offshoring and backshoring.

Table 6b
Result of regression analysis for backshoring.

Dependent variable Cost benefits QDF benefits

Beta t-value Sig. Beta t-value Sig.

(Constant) 2.038* 3.062**
Control variable

Size 0.234 2.900** 0.075 1.083
Dummy Finland − 0.003 − 0.030 0.056 0.789
Dummy Denmark 0.108 1.303 0.100 1.396

Independent variables
Cost 0.319 3.895*** 0.006 0.081
Development 0.024 0.256 0.171 2.163*
Quality 0.087 1.051 0.503 7.040***
Market proximity 0.351 3.848*** 0.333 4.245***
External influence and trade
policy

− 0.037 − 0.410 − 0.078 − 1.002

Adjusted R2 0.303 0.484
F 7.685*** 15.422***

Statistical significances: *p < 0.05, **p < 0.01, ***p < 0.001.
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For researchers, this study has stressed that the various factors that
influence relocation decisions are considerably different depending on
the direction of the movement, which suggests that the decision pro-
cesses for offshoring and backshoring are different. In addition, the
empirically derived bundling of factors has shed new light on the logics
for offshoring and backshoring.

This research is not without limitations. First, this study was limited
to a relatively small geographical area with the characteristics of highly
industrialized, export-oriented, and high-cost countries. The findings
will likely be relevant for similar countries, but it would be interesting
to investigate the bundling of location factors and their associations
with benefits in other regions of the world. For example, researchers
could explore whether the bundles of drivers and benefits in low-cost

regions might be similar but with different levels of importance. In
addition, future surveys could capture the main markets served by the
products that were affected by the manufacturing relocation, to identify
potential differences between local and global markets, differences
between specific regions, and the impact of the relative distance to the
home and host country. Second, the data used in this research provided
a snapshot view of the bundling of factors. Longitudinal studies would
need to be conducted to test if these bundles are robust over time, or if
they are affected by policy-making (such as the US policy to bring more
manufacturing back to the US), the introduction of new technologies or
practices (such as Industry 4.0 and digitalization), or other environ-
mental factors. Many interesting avenues for research are available on
the subject of manufacturing relocations in the quest for rightshoring.

Appendix A. Survey instrument

Drivers of relocation projects (N.B. same set of questions for offshoring and backshoring)
Please indicate the importance of the following factors in the decision to move production: (1= Very low, 2= Low, 3= Neither high nor low, 4= High,

5= Very high)

Labor cost
Logistics cost
Other cost
Changes in the currency exchange rates
Production close to or in the market
Access to skills and knowledge
Access to technology
Access to raw materials*
Proximity to R&D and product development
Flexibility
Lead-time
Quality
Risk diversification*
Country-specific conditions (e.g. subsidies, taxes, duties)
Trade barriers (e.g. customs, quotas, local content requirement)
Focus on core areas (and outsource non-core)
Avoid investments in new equipment*
Requirement from customer (to move with customer)
Follow industry practice
Shortage of qualified personnel
Time-to-market (bringing new products to market faster)*

(Based on: Kinkel, 2012; Canham and Hamilton, 2013; Tate et al., 2014; Ancarani et al., 2015; Stentoft et al., 2015).
* Item dropped in EFA, because of low factor loadings or high cross-loadings.

Benefits of relocation projects (N.B. same set of questions for offshoring and backshoring)
Please consider if your company benefitted in the following areas from moving production: (1= Strongly disagree, 2= Somewhat disagree, 3=Neither

agree nor disagree, 4= Somewhat agree, 5= Strongly agree)

Labor cost
Logistics cost
Other costs
Product quality
Process quality
Delivery speed
Delivery reliability
Volume flexibility
Product mix flexibility

(Based on: Stentoft et al., 2015).
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