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This thesis examines the factors influencing nearshoring decisions in a global manufacturing
company, a topic that has gained relevance due to recent supply chain disruptions,
geopolitical uncertainty, and sustainability requirements. The study aims to identify the
factors that drive nearshoring considerations, the barriers that exist, and how these factors
shape strategic sourcing decisions. A qualitative case study approach was applied, using nine
semi-structured interviews with senior managers from supply chain and R&D functions. The
analysis was guided by an adapted theoretical framework categorizing motivations and
barriers into value-driven, cost-driven, efficiency-driven, location-specific, and company-
specific factors.

The findings indicate that nearshoring is not a universal solution, but a set location strategy
aligned with long-term objectives. Efficiency-related drivers, such as shorter lead times,
improved flexibility, and inventory reduction, were the strongest motivators found,
alongside sustainability and risk mitigation. Cost considerations remain critical: while
landed cost thinking is gaining traction, high European labour costs and investment
requirements pose significant barriers. Capability constraints and qualification workload
further limit nearshoring actions, while knowledge hubs in Asia continue to dominate certain
technologies. Managerial implications include adopting landed cost models, implementing
parallel supply strategies, and prioritizing categories where nearshoring delivers clear
efficiency and cost benefits.

The study is limited by its single-company scope and qualitative nature, suggesting future
research through multi-case studies, quantitative impact analysis, and decision-support tools.
This thesis contributes by bridging theory and practice, offering a structured decision map
for nearshoring that supports strategic and operational planning.
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1 Introduction

The topic of this master’s thesis is to examine the various factors that influence the supply
location decision of manufacturing companies. In today’s globalized economy, firms need
to continuously evaluate where to locate their manufacturing activities, either in their own
facilities or in sourced operations. This is needed to optimize cost efficiency, supply chain
agility, and resilience, as well as strategic alignment.

This study takes special focus on the motivations and drivers for the supply nearshoring
decision, where manufacturing is relocated closer to the primary sales markets, such as
Europe or the USA, from emerging economies in third countries (Piatanesi & Arauzo-Carod,
2019). Nearshoring has gained increasing attention as companies seek to mitigate risks
related to long supply chains, geopolitical disruptions, and fluctuating trade policies (Li, et
al., 2025). It is seen as a way to achieve improvements in sustainability, lead times, and
supply chain resilience.

This emerging global change is referred to in literature with different terms, such as
slowbalization (Bontadini, et al., 2025), re-industrialization and de-internationalization
(Barbieri, et al., 2018; Fratocchi, et al., 2016). The overall global trend for supply location
strategies can be seen to include nearshoring strategies with increasing focus. Nearshoring
is occurring in all geographical manufacturing regions. Especially in Europe, companies
have moved to source more inputs from within the region since 2012. In the Asia-Pacific
area, the trend has been the same, while North and Latin America have fallen behind in this
development (Bontadini, et al., 2025). Although, especially recently, this trend has seen a
loss of frequency, and some research in fact shows an increase in exports from China to
Europe (Conteduca, et al., 2025).

The motivation for this study is to understand the phenomenon of nearshoring more deeply
and, based on this understanding, conduct research interviews for the case company
investigated in this study. The goal of the research interviews is to map the attitude towards
nearshoring supply, recognize motivations and drivers for nearshoring in this company, as

well as to understand possible barriers related to it.



The topic of motivations or drivers behind near- or reshoring decisions of companies has
also received added interest in academic research lately. There has been a growing body of
studies related to this topic in recent years, especially after major supply chain disruptions
resulted from the COVID-19 epidemic in 2020 and global geopolitical disruptions since then
(Akbari, 2024; D’ Ambrosio, 2025; Friebel, et al., 2025). This study briefly comments on the
change from out- and offshoring phenomena that started in the 90°s, to the current desire to
bring supply and manufacturing closer to home due to the changed business and political

environment.

The relevance of this study topic in relation to the case company comes from the company
operating and having the most important sales markets, especially in Europe and the US,
while having multiple third-party manufacturers located in China and other parts of Asia.
The company, like others in the same industry, has been impacted by the turbulent times
during the last decade or so and is actively seeking ways to optimize its supply and find new
ways to mitigate the effects of these disruptions. The goal set by the author is to have a more
in-depth understanding of the factors behind the nearshoring considerations, as well as to
contribute to research by providing a concrete case example of a company in a relevant
industry, actively undertaking these considerations. As explained above, the topic has been
researched more widely recently, though there still seems to be a lack of case examples of

nearshoring impacts and future implications, which this study aims to contribute to.

This thesis aims to build a holistic view of the possible motivations for companies to
nearshore supply from outsourced suppliers, closer to the “home” or main sales markets,
based on research conducted with academic articles published during the last 20 years. The
two-decade timespan was selected as during that time, the world has seen multiple different
disruptions with an impact on the topic, after a period of stability and growth. The view is
built by researching the articles with special focus on investigating the motivations of a
nearshoring or re-shoring decision. To support the holistic understanding of the phenomena
and their motivations, a literature review is conducted, and from that, a table of different
motivation factors for nearshoring or reshoring is built. This table is then utilized to build

the framework of this study.

Due to the vast number of motivation factors for nearshoring (Barbieri, et al., 2018; Li, et
al., 2025; Fratocchi, et al., 2016). Additional categorization of the found factors is needed to

support the goal of this case study. The method of categorization is adopted from utilizing



suggested methods from different research articles studied. The purpose of the categorization
is to later help analyse the findings from the research interviews, where the goal is to
compare the motivational factors found from the literature review to the factors found from

the interviews.

After the theoretical background and framework are built, the empirical part of this study
follows. The empirical part consists of semi-structured research interviews, conducted with
a sample of employees in the case company. The interview questions are derived from the
study framework to achieve relevant data for the purpose of this study. The research
interviews are recorded and transcribed with the MS Teams Transcription tool, and the data
is summarized for analysis. The method of analysis in this study is thematic analysis, and
with this process, the collected data is then coded. Coding will be linked to the framework
of the study to result in relevant study results.

The empirical findings are then discussed and compared to the findings from the literature
review. Similar categorization is planned to be done also for the motivational factors for
nearshoring than those created for the literature review findings. This categorization will
support presenting the findings of the research in comparison to the findings from academia.
In addition, possible barriers of nearshoring as well as found conflicts and priorities, with

other findings of the study, are discussed in relation to the read articles.

Finally, a discussion on the research question results will be written, and the success of the
study will be evaluated in relation to the initial goal. This study is expected to show and
underline the need for nearshoring considerations overall, and in the case company, and so
the results are discussed in comparison to this expectation. Possible managerial implications
are suggested, and the reliability of the study is evaluated. Lastly, suggestions for further

research needed are given.

1.1 Theoretical background

The theoretical background for this thesis is composed of relevant academic articles
discussing the topic of supply or manufacturing location decisions in manufacturing
companies. The articles were selected to represent the development of the topic in academic
research during the past 20 years, and to show how the outlook on nearshoring has evolved
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until today. Emphasis on more recent articles was added during the research process, when
it was found that the relevance of nearshoring has substantially increased during the last six
years due to the major supply chain disruptions globally, highlighting the need for companies

to consider nearshoring as an option to control supply-related risks.

Articles with relevance to the topic, though not a direct connection, were selected to expand
the view from solely near- and reshoring to also cover theories related to the manufacturing
location decision, e.g., Total Cost of Ownership (TCO) and Resource-based view (RBV). In
addition to the directly thesis topic-related articles, some articles concerning the research
methodology of semi-structured interviews and thematic analysis were read to support the

research work and validate the chosen approach for data collection.

1.2 Literature review

The search for research articles was conducted in LUT Primo during the period from August
to December 2025. Articles were searched, for example, with the following search words:
nearshoring, reshoring, backshoring, re-shoring, and friendshoring. Several relevant articles
were found with these search words, and the relevance of the articles for this study was
evaluated by reading the titles and summaries first. Also, the publishing year of the article
was considered, as more recent articles were assumed to provide more relevant views for the
study. After the initial selection, articles were read to get a full understanding of their
relevance to this study. Some articles were still left out of the scope at this point, as they
weren’t discussing the topic of nearshoring from the desired angle or weren’t otherwise

relevant to the study.

Multiple relevant articles were found, with most of them published during the last ten years,
but some also before that. From this, it can be assumed that the topic of nearshoring is
currently gathering more interest. Many of the articles published closer to the beginning of
the 21% century refer to reshoring manufacturing and overall change from outsourcing to
backshoring as an emerging topic that is suggested to be investigated more (Foerstl, et al.,
2016; Gray, et al., 2013; Kinkel, 2009).

The more recent studies highlight the impact of recent geopolitical disruptions to the increase

of companies' interest in re-evaluating their manufacturing locations, and some even refer to
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this phenomenon as the opposite of globalization (Doan & Le, 2025; D’ Ambrosio, 2025;
Friebel, et al., 2025).

1.3 Conceptual framework

Based on the literature review, a conceptual framework for this study was created and is
shown in Figure 1. This framework presents the focus and structure of the study, where the
Supply location decision is the high-level concept to which the following concepts,
offshoring, outsourcing, friendshoring, insourcing, and nearshoring, are connected. This
study will address the concept of nearshoring more in depth and seeks to understand at least

the motives and barriers.

'Supply location

decision
o _
A r r [ I
| i | |
Offshorlng or Friendshoring Insourcing
Outsourcing Nearshoring
— Motives
— Barriers

Figure 1. Conceptual Framework

1.4 Aim and research questions

The aim of this study is to investigate the different motivations behind the nearshoring

decisions of a company, focusing on value, cost and efficiency driven factors, as well as
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location and company specific factors that influence these choices. Specifically, the research
seeks to understand why firms opt to relocate production or sourcing closer to their primary
markets rather than maintaining offshore operations. From this aim, the main research

question and two sub questions were composed.

The main research question is:

RQ 1: What factors impact the nearshoring decision of the case company?
Sub-questions of the research are:

RQ 2: What are seen as motivations for nearshoring?

RQ 3: What are seen as barriers for nearshoring?

The sub-questions are created to assist the analysis of the main question and to provide a
holistic view of the different factors impacting to the nearshoring decision. The first question
is developed to investigate the barriers of nearshoring from both internal and external
dimensions. The second question then focuses on identifying especially the motivations for
nearshoring from the selection of factors identified. With answering to these three questions
this study aims on building a view on the considerations the case company currently makes

when evaluating nearshoring as a supply location strategy.

1.5 Key concepts

Terminology concerning the decision to move manufacturing from a previously outsourced
or offshored location is still varied in the literature, yet it has, since the birth of the
phenomenon, become more precise and certain key concepts have become more established.
Nearshoring is often referred to as the act of moving manufacturing back from previously
outsourced or offshored countries to a country closer to the main sales market of a company
. Here, the emphasis is on moving closer to the main sales market, but often not to the country

where the parent company is located. (Hartman, et al., 2017)

When manufacturing is brought back to the same country it was previously offshored from,
or to the country of the parent company, the term Reshoring is often used (Hartman, et al.,
2017; Ellram, 2013). Fratocchi et al. (2016) determine reshoring as a voluntary strategic
decision of a company, where an earlier offshoring decision is modified, and parts of the
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production are brought back to the home country. Although some researchers have used the
term reshoring also as an upper-level term to cover all shifts in manufacturing location from
previously offshored locations, including also the change of own manufacturing location
(Gray, et al., 2013).

Offshoring is often referred to as globalization (Li, et al., 2025) as the phenomena began at
a time when the option to move manufacturing to another country became relevant due to,
for example, technological development, trade cost reductions, and the change in economic
and political conditions where many barriers that existed before were lifted (D’ Ambrosio,
2025). At the time, offshoring or outsourcing was a way to achieve cost savings with lower
labor, raw material, and production costs (Lima, 2025) in countries where the economies

were still developing, and with a high focus on Asian countries, and especially China.

The concept of Friendshoring has recently become relevant due to the global political
disruptions like the Russian war in Ukraine and Trump administration tariffs against imports
to US. Friendshoring is a manufacturing location change to a friendly country that is
relatively close to the existing location. Friendly, in this context, means a trusted country,
where the tariff levels for imports are lower or even non-existent due to trade agreements.
(Klarin & Sosnhovskikh, 2025)

Insourcing is the term used when a company brings manufacturing back to its own premises
after outsourcing it earlier and gives the company a possibility to reincorporate its key

processes and competencies (Foerstl, et al., 2016).

Though reshoring was the most used term in the research literature, this study will mainly
apply the term nearshoring as to differentiate from only reshoring, which would usually only
refer to moving supply back to the home country. The target is to focus on nearshoring as
the overhead idea that, in the context of this study, includes reshoring as well as one way of
applying the nearshoring strategy.

1.6 Limitations

Certain limitations are considered for this study to ensure that the research has a clear focus

and keeps to its objectives. The focus is on manufacturing companies that utilize third-party
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manufacturing, also known as contract manufacturing, as well as companies that, in addition,
have their own manufacturing sites either in their home market or in more emerging
economies, for example, in Asia. Study concentrates on manufactures of finished goods and
components for those, leaving out other fields of manufacturing. The view of nearshoring is
limited to consider only companies that have their home market or parent company either in

Europe or in the US as these are the regions where nearshoring is mostly focused in.

For the actual case study, only one manufacturing company was selected due to the limited
time to conduct the research. This limitation naturally prevents any generalizations for the
results of the study, though it gives interesting information for the case company of their
position compared to the previous studies on the topic as well as a fresh look into how

nearshoring is currently happening in practise.
1.7 Thesis structure

This thesis consists of six main chapters pictured below in Figure 2 First chapter introduces
the background of the study, presenting the literature explored and research questions for the
study as well as the framework created. In the second and third chapters the theoretical
background of the study is discussed more in detail. Fourth part presents the research
approach selected and explains on the validity of the study. In the fifth part, findings of the

empirical study are presented.

. Theory: Supply Theory: Research - Discussion and
Intorduction location . Findings .
decision Nearshoring methodology conclusions

Figure 2. Structure of the thesis

In the latter part of the study, a discussion on the findings and managerial implications is
presented. This part presents the findings in comparison to the existing literature, giving

conclusions and suggestions for managerial implications.
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2 Supply location decision

The manufacturing location decision is a fundamental strategic choice that influences a
company’s ability to achieve sustainable growth and global competitiveness. It goes beyond
operational considerations such as cost minimization and involves aligning internal
capabilities, resources, technology, and managerial preferences with external opportunities
and constraints in potential host countries. This alignment ensures that the firm’s strategic

direction is supported by the conditions of the chosen location. (Gray, et al., 2013)

In the process of location considerations, companies evaluate how their resources and long-
term objectives can be matched with the economic, institutional, and infrastructural
characteristics of candidate regions. Kinra et al. (2025) emphasize that this decision
integrates micro-level factors of firm-specific capabilities, managerial priorities, and
strategic goals with macro-level factors on country-level conditions such as market potential,
regulatory frameworks, and geopolitical stability. Their framework synthesizes these
dimensions to provide a holistic view of location strategy, bridging internal and external

perspectives.

Figure 3 illustrates this synthesis by mapping the different dimensions of micro and macro-
level factors. Micro-level considerations include company-specific cost structures,
technological capabilities, and supply chain design, while macro-level dimensions
encompass location-specific trade policies, infrastructure quality, labour market conditions,
and institutional stability. This integrated approach enables firms to make location decisions
that not only optimize operational efficiency but also support strategic growth, resilience,
and long-term value creation. (Kinra, et al., 2025) The role of regional differences to
nearshoring is diverse, and though it can provide growth and other advantages to allocated
regions, this is highly dependent on the efficiencies a particular region can provide (Capello
& Dellisanti, 2024).
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Location decision factors

Macro-level Micro-level

— Macro capabilities ] Firm spesific operational
priorities

— Macro advantages .
— Managerial preferences

— Location decisions

Figure 3. Macro and micro factors in location decisions (adapted from Kinra et al. 2025)

In the study by Moradlou et al. (2021), location advantage was recognized as the primary
motivator for relocating manufacturing. This advantage refers to the strategic benefits gained
by locating operations in specific geographic areas. The research highlights two key
dimensions influencing this decision: (1) market-seeking advantages, which involve
proximity to target markets, improved customer responsiveness, and access to new demand
opportunities, and (2) efficiency-seeking advantages, which focus on reducing operational
costs, leveraging local resources, and optimizing supply chain performance. Together, these
factors shape the rationale for production relocation as firms strive to balance market access

with cost efficiency.

As previously stated, the location decision is and should be derived from the strategy of the
manufacturing or sourcing company. Thus, the choice to relocate supply should also be
justified in relation to the strategy. Kinkel (2009) found in their study that, in fact, the reason
for the location decision to fail to provide the planned results could be connected to the
misalignment of the strategy of a company with the location decision made. The example in
their study is from Germany, where the researched companies compete in sales markets,
with “soft” aspects other than cost, like quality and innovation, while their supply location
decisions seem to be solely based on “hard” cost factors, neglecting the qualitative

dimension. They suggest that a “strategy-specific checklist” should be used to avoid this



17

kind of misalignment and support achieving the desired outcome. This conception is widely

supported in the research on supply location decisions.

2.1 Theoretical perspectives

From a theoretical perspective, many different approaches may inform a manufacturing
location decision and impact as a driver for such considerations. Ellram et al. (2013) suggest
transaction cost economics (TCE) as one major theory, concentrating on the Make or Buy
decision of a manufacturing company. This theory is focused on balancing the costs of
market friction, referred to as transactions and asset investments, with the risk of buying.
TCE is seen as a driver of companies’ willingness to transfer from higher cost locations to
lower cost locations. TCE in the context of supply location decision is focused on supporting
the evaluation of which economic transactions should be managed internally, and which
would be best to outsource, and in this way, build the most effective governance structure
for a company. Understanding the key value-creating activities of a company and
outsourcing transactions outside of those are the basic considerations when building

manufacturing location strategies (MclVOR, 2013).

Another theory closely connected to manufacturing location strategy is the Resourced Based
View (RBV). RBV adds to this consideration the evaluation of the competitive advantages
of a company in relation to its competitors and the resources available. The understanding
of internal key capabilities, performance factors, and competitive advantages is key when
considering the location decision, as outsourcing activities crucial for achieving competitive

advantage can result in losing this advantage. (MclIVOR, 2013)

In the basis of the literature, quantifying the financial benefits and qualitative dimensions of
a nearshoring strategy is a challenge for practitioners. Adaptation of total, or landed cost,
thinking in the organization is suggested as a way forward. To support this, the above
theories are utilized in several different managerial tools available to quantify the financial
impacts of nearshoring. Total cost of ownership (TCO) is one of the most well-known tools
used for supplier selection (Ellram, 1995; Ellram & Siferd, 1998; Roda, 2020). As seen in
the theoretical framework of this study, multiple different factors, both cost-related and more
qualitative, are seen to impact nearshoring considerations, and so a tool with multiple

dimensions for evaluation is needed. TCO can be used for analysing both performance and
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financial dimensions of a supplier selection, and this way inform the nearshoring decision in

a holistic manner (Roda, 2020; van Hassel, et al., 2022).

2.2 Development of location strategies

The leading managerial approaches to supply chain location decisions during the past two
decades have been to transfer those processes outside of the company that are not the key
competencies, and to focus on core competencies that bring the most value (L1, et al., 2025).
Good examples of such activities that were first outsourced are services like facility and IT,
or the manufacturing of non-critical components like fasteners or similar standardized ones.
Hartman et al. 2017 describe the gradual shift of the manufacturing location decision in a
2017 article, where, in a timeframe of thirty years, outsourcing has first expanded from the
local level to global, and is now seen again gradually moving to the opposite direction, where
near- and re-shoring strategies bringing manufacturing back closer to “home” are becoming

more relevant.

As the focus overall for supply location decisions has shifted from globalization to more
local approaches due to the many geopolitical disruptions, the need for friendly supply
locations has grown. With many nations stating specific countries as unfriendly and
addressing sanctions or tariffs for sourcing from these countries, the concept of friendshoring
has gathered more attention (Klarin & Sosnovskikh, 2025). In their research, Jakubik and
Ruta found that the need for these friendly countries as sourcing partners increases only
during times of high uncertainty, creating a need to cooperate more with existing partner
countries. (Jakubik & Ruta, 2023)

In their study of Supply Chain Ambidexterity, a strategic choice of having two, commonly
seen as conflicting strategies, Moradlou et al. (2024) suggest this approach as an option for
building a supply chain that is both flexible and responsive to disruptions and demand
volatility, as well as cost-efficient. They present the theory of Ambidexterity, where a
company would target to develop parallel supply chains where the other one is focused on
producing commodity goods with high-cost efficiency and volumes, while the other one is
focused on more customized, higher value products and high responsiveness to demand

changes. This approach requires obtaining a balance between activities aiming for high
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flexibility, referred to in their study as exploration, and high efficiency, referred to as

exploitation. (Moradlou, et al., 2024)

When it comes to the concepts of near- or reshoring, a more in-depth discussion on these
two concepts will follow in the next sections, concentrated solely on those two. However,
the idea of home-sourcing presented by Bailey et al. (2018) gives a good example of the
development of these newer strategies of bringing manufacturing back closer to home. This
article is from a time before the major disruptive drivers for nearshoring had happened, but
the financial crisis's impact was already seen to influence supply location considerations of
companies. It presents findings where especially R&D intensive businesses with products at
their core that are not of standardized quality are more likely to change to home-sourcing of
components. Home sourcing in their results is seen to increase, especially in knowledge-
intensive industries, and this is likely to have a renewing impact on manufacturing in the
mature economies (Bailey, 2018). A country-specific example of this is from Germany,
where data from the period of 2010 to 2020 was examined by D’Angelo et al. (2025) to
identify if the process of reindustrialization is ongoing in Germany. The findings were that,
in fact, reindustrialization in the form of nearshoring was taking place in especially medium-
high-tech sectors (D’ Angelo, et al., 2025).

This aspect was studied more by Bilbao et al. (2023) in relation to the development of
Industry 4.0. They synthesize that the technology's relation to products manufactured plays
a crucial role in determining which kind of manufacturing is most likely to be considered for
reshoring. The level of digitalisation adaptation in processes and products is connected to
the need to concentrate manufacturing in locations with the most technological development.
This can be seen as supporting nearshoring in certain manufacturing industries, but it can
also be seen as a barrier for nearshoring in cases where the needed technology hub has

developed in an overseas host country. (Bilbao-Ubillos, et al., 2023)

2.3 Offshoring and outsourcing

At its birth, outsourcing was the act of a company removing manufacturing functions that
weren’t its core processes to an external supplier (Hartman, et al., 2017). These
considerations were enforced with the development of increasing resource constraints and

global competition, where companies were driven to add focus to their key processes,
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creating a competitive advantage (McIVOR, 2013). Initially, outsourcing activities focused
only on large multinational companies with resources to source such locations, but in time,
more and more small and mid-sized companies began to seek lower cost opportunities with
this strategy (Kinkel, 2009).

Outsourcing has evolved to be a more strategic approach to find manufacturing locations
providing low labour cost, and in this way, achieve cost savings and competitive advantage.
(Hartman, et al., 2017) With the massive increase of outsourcing activities since the early
1990’s, many global suppliers have developed to possess a wide range of resources and
specialized capabilities in the outsourced locations, offering new opportunities for
performance improvements and added value to their main contractor (MclVOR, 2013;
Fratocchi, et al., 2016).

With outsourcing, there are also challenges and possible risks related to it. Cultural distance
and challenges connected to different languages are one of the most common ones that
increase the transaction costs of outsourcing. Longer distance from the manufacturing site
to the main sales market creates longer lead times and higher inventory levels, as well as
increases risk related to supply chain disruptions. The supply chain disruption risk,
especially, has in the past decade pushed companies to reconsider outsourcing and build

more resilient supply chains (Moradlou, et al., 2024).
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3 Nearshoring

Nearshoring as a concept began to attract added interest closer to the 2010s. This is when
the first major economic challenges were faced in Western countries after a long period of
growth since the globalization that started during the 1990s, with the help of major
improvements in communication technologies and the removal of political restrictions (van
Hassel, et al., 2022; Li, et al., 2025). The financial crisis that started in 2008, from the
collapse of some major financial institutions in the US, impacted firms and disrupted their
supply chains. At this time, companies started to consider their location strategies in a new
way. Additionally, with the many geopolitical disruptions in recent years and the COVID-
19 epidemic, finding ways to control supply chain risks has become more and more topical
in companies globally.

In a 2023 study concerning the shift of manufacturing employment globally, Labaj and
Majzlikova find that since the 2010’s, manufacturing employment in the larger lower
productivity countries has started to decrease, and explain this by the regionalization of
global value chains. Based on their findings, the biggest decline has happened in China and
Latin America (Labaj & Majzlikovéa, 2023). Many global giants have begun to evaluate their
supply location decisions in a new way, and this has led to the rise of near- and reshoring
evaluation and decisions from the former outsourced countries to new and old partner

countries closer to the parent company.

The shift from a time of globalization and low cost resource seeking outsourcing to the
current era of uncertainty and supply chain vulnerability has also shifted the focus of
companies and procurement professionals to consider motivations other than solely the unit
cost. Factors focused on value have increasingly more importance when considering the
source and location of supply. In a recent study of Mc Ivor et al. (2025), focused in German
automotive industry, it was found that although nearshoring supply is a location decision
primarily, several additional factors also impact this strategy. In their study, they highlight
the impact of sustainability as a motivator for the decision and utilized the natural resource
based view (NRBV) as a theoretical perspective to identify such drivers. What is especially

interesting in the context of this thesis is that they also applied transaction cost economics



22

(TCE) to their framework on nearshoring, showing how drivers aimed for cost reduction

were present alongside the more value-focused ones.

Nearshoring can also be seen as a choice to correct a mistake made earlier. Among others,
Grey et al. (2013) describe the reshoring decision as a change to an earlier decision, made
on manufacturing location. This interpretation requires that a company must have previously
decided to offshore or outsource manufacturing to a faraway low-cost country like China.
They connect the reshoring decision to emerge from organizational learning, while Barbieri
et al. (2017) see the mistake correction motivation to nearshore as the opposite of a decision

made according to a specific location strategy.

As the literature shows, the motivations for nearshoring considerations are various and
dependent on multiple internal and external factors. Overall, it could be stated that on a
macro level, there is a shift happening where more companies consider either returning
manufacturing closer to home or finding new partners to cooperate with close to the main
sales markets, and the driver behind this is the adaptation of motivations other than cost
focus.

The following section will discuss the different factors impacting the nearshoring decision,
found in the literature review of this study. This will be done with the help of the theoretical
framework created earlier in the literature review. The applied framework is based on the
study of Fratocchi et al. (2016), who, in addition to presenting an extensive list of different
motivations for reshoring, built a conceptual framework to categorize those, and in this way
aimed to give context and understanding of the motivations for their study. As the goal for
this study is somewhat similar to theirs, though limited to one case company, a similar
approach was chosen, and the adapted theoretical framework is applied to address the theory

and findings of this study.

The articles found most relevant for this study were collected in Table 1 and grouped per
their publishing year, which also highlights the finding that this topic has received added

interest recently due to the geopolitical developments.



Table 1. Literature review articles

Author and year

Title

Barbieri, P. e. a., 2018.

What do we know about manufacturing
reshoring?. Journal of global operations and
strategic sourcing, 11(1), p. 79.

Benstead, A. V. e. a., 2017.

Why and how do firms reshore? A contingency-
based conceptual framework.. Operations
management research., 10(3-4), pp. 85-103.

Fratocchi, L. et al., 2016.

Motivations of manufacturing reshoring: an
interpretative framework.. International journal of
physical distribution & logistics management.,
46(2), pp. 98-127.

D’Ambrosio, A. &. L. K., 2025.

Reshoring to survive? The other side of de-
globalization, s.1.: Springer eJournals.

Li, H. e. a., 2025.

Exploring drivers, barriers and enablers for
manufacturing reshoring in the Nordic countries.,
s.l.: Emerald eJournal PRemier Collection.

Capello, R. & Dellisanti, R. (2025)

Unweiling Growth in Nearshoring Regions. Growth
and change. [Online] 56 (4), .
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The literature review aimed to collect different factors impacting the location decision of a

company, especially in the context of moving manufacturing and contract manufacturing

from the emerging economies back closer to home. Many of the read articles discussed this

specific topic, and a large number of different motivations for reshoring manufacturing

were found. The table including all of these findings can be found in Appendix 1. A

substantial part of those motivations were mentioned in most of the articles, highlighting

their relevance to the study.
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In all of the articles, the motivation of reduced labour cost gap between the host and home
country was found, and in many cases, this was especially referred to as the reduction of
the labour cost gap between the US and China-based manufacturing. The positive impact
of automation on improved efficiency and lower production costs in the home country was
also mentioned in all of the articles listed in Table 1. In relation to labour, the flexibility of
the labour market in the home country was suggested as a motivation when there is an
availability of a skilled workforce in the home country (Barbieri, et al., 2018; Fratocchi, et
al., 2016; Benstead, 2017).

Several different additional cost-related motivations were listed, and in most of the articles,
the need for a more holistic approach to cost evaluation was promoted. This was, in some
cases, referred to as the total cost of sourcing. (Barbieri, et al., 2018; Fratocchi, et al.,
2016) Other listed cost motivations were energy and raw material costs (Barbieri, et al.,
2018; Benstead, 2017; Fratocchi, et al., 2016; Li, et al., 2025), logistics and transportation
costs, as well as different duty or tariff-related costs, which were mentioned in all of the

articles of Table 1.

Flexibility was listed as a motivation in relation to operational flexibility, responsiveness to
demand volatility, lead times, and recovery from supply chain disruptions (Barbieri, et al.,
2018; Benstead, 2017; D’ Ambrosio, 2025; Fratocchi, et al., 2016; Li, et al., 2025). Time to
market was found as a motivation only in one of the articles (Li, et al., 2025) though the

desire to improve innovation was listed as a motivation in all Table 1 articles.

Risk avoidance, whether related to currency, political, or overall supply chain risk, was
found in most of the articles (Barbieri, et al., 2018; Benstead, 2017; Fratocchi, et al., 2016;
Li, et al., 2025). Risk related to violation of intellectual property in the host countries was
recognized as a motivation to nearshore in all but one article (Barbieri, et al., 2018;
Benstead, 2017; Capello & Dellisanti, 2025; D’ Ambrosio, 2025; Li, et al., 2025).

From the more value-driven aspects, the Made-in-effect was mentioned, where the country
of origin of the manufactured good is seen to have a positive impact on the sales market, if
the supply is located close to the sales market (Fratocchi, et al., 2016). Also, many
environmental and sustainability motivations were listed, as often the development
concerning these factors is more advanced in Western countries compared to Asia

(Benstead, 2017). The need to improve quality was highlighted in many of the articles as a
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motivation and also to protect the home country's know-how capability (D’ Ambrosio,
2025; Barbieri, et al., 2018; Benstead, 2017).

With these recognized themes from the literature, an additional table was created, and the
themes were grouped based on a framework presented by Fratocchi in his 2016 article,
investigating motivations for manufacturing reshoring. Table 2. presents and summarizes
the themes into the following categories of motivations: value-driven, cost-driven,

efficiency-driven, and company-specific themes.

Table 2. Motives for nearshoring from the researched literature

Category Motivations

Poor quality

Loss of innovation potential
Made-in-effect

Sustainability & environmental issues
Logistics costs

Labor costs and productivity gap reduction, all
SC coordination costs

. Energy costs

Cost driven Exchange rate risks

Transaction costs

Duty costs

Payment terms

Value driven

Lack of skilled workers in host country
Operational flexibility

Inventory levels

Efficiency driven | Automation

Lead time

Recovery from disruptions

Speed to market

Home labor market availability
National subsidies for relocation
Kowledge related assets

Location specific | Geopolitical uncertainty

Cultural distances

Lack of infrastructure in host country
Raw material availability and cost

Total cost of sourcing

Available production capacity at home
Intellectual property protection
Former mistakes in location decisions
Global supply chain risks

Demand volatility

Company specific
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As mentioned, these categories are adapted from the framework created by Fratocchi et al.
(2016). The adapted framework will also serve as the theoretical framework for this study

and assist in categorizing and discussing the findings later in sections 5 and 6.

In the interpretative framework of Fratocchi et al. (2016), the findings of their study are
summarized as belonging to either internal or external environment, adapted here as
company or location specific, and cost efficiency and customer perceived value, adapted to
cost-driven, efficiency-driven, and value-driven factors. Visualization of the framework
created is given in Figure 4. The aim was to simplify the framework to serve in the context
of this study, where the data gathered is only from a single company. As the original
framework is based on an extensive literature review of the motivations for nearshoring, it
Is safe to assume that the adapted framework will also provide a view holistic enough for
this study. As an addition to the adapted framework, the barriers for nearshoring are included

in the one created for this study.

Value Cost Efficiency |Location |Company
driven driven driven spesific spesific
Motivation

Figure 4. Theoretical framework adapted from Fratocchi et al. (2016)

3.1 Value-driven motivations

Value-driven most often refers to factors other than cost-related. They’re seen as hard to
measure and display, yet increasingly valued as crucial to consider when making sourcing
decisions. In the context of nearshoring, value-driven factors often support the option of

close-by suppliers (Gray, et al., 2020). Value-driven, in this study, refers, as in Fratocchi et
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al. (2016), to the customer perceived value. It is connected to quality, innovation, and

sustainability topics and relates to the internal and external dimensions of a company.

With the heavy increase in interest towards different aspects of corporate sustainability,
motivations related to this theme are extremely relevant and of high importance.
Sustainability is used as a term to cover environmental topics, human rights, and social
responsibility actions of a company. It can be products manufactured from sustainable raw
materials, equal pay for employees in the same role, or the use of green energy, to mention
only a few. This is a field where, especially in Europe, the European Union has endorsed a
large number of different regulations for companies acting in the countries included in the

European Union and companies doing business with member countries.

The sustainability motivation for nearshore manufacturing is supported by the opportunity
to reduce greenhouse gas emissions (Co2) of a company with shorter shipments from
manufacturing sites closer to the main sales markets (Barbieri, et al., 2018), to utilize green
energy sources which are more widely available in European countries, to avoid human
rights issues in developing economies, and to have better availability of sustainable raw

materials, to mention a few. (Mclvor, et al., 2025)

The motivation to improve the quality of production is mentioned in several different studies
investigating the drivers of nearshoring (Fratocchi, et al., 2016). Although the quality of
production has achieved major improvements in Asian countries due to the outsourcing
phenomenon of the past few decades, and many of the most successful manufacturing
companies today have their manufacturing in China, like Tesla and Apple, the variance
between the suppliers is still vast, and the customer-perceived quality is lower than in the
parent countries in Europe and the US (Fratocchi, et al., 2016). Poor quality is also related
to the transaction costs of a product as well as the customer perception of the brand or

product, and this way, a major motivation from an external and cost perspective as well.

To protect the quality of production, the intellectual property rights are to be considered as
well. Studies show that the risk of intellectual property rights violations is different in
different countries and that the geographical distance between the supplier and parent
company can have an impact on this risk. Fratocchi et al. (2016) present a theory where,
from the perspective of RBV, nearshoring can be seen to protect the dynamic capabilities of

a company, including innovation, quality, and intellectual property.
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3.2 Cost-driven motivations

The supply location driver of cost reduction initially urged companies to outsource
production in an attempt to achieve lower personnel cost levels from countries with lower
labour costs. This has been especially so in labour-intensive manufacturing activities like
electronics and the metal industry, directing the outsourcing activities to particular
geographical areas (Kinkel, 2009). Cost reduction, in fact, has been the most important
motive found for offshoring and outsourcing in many studies (Fratocchi, et al., 2016; Kinkel,
2009).

As a motivation for nearshoring, cost can be seen from many different perspectives. The
actualized high coordination costs of the outsourced location are seen as an important
motivation in many studies (Fratocchi, et al., 2016; Kinkel, 2009). These are the result of the
geographical and cultural distance between the two locations. Another major cost impacting
to nearshoring considerations is the cost related to logistics and inventory, where the distance
increases both the cost of shipments from the supplier to the home market, as well as
increases the needed safety stock levels, as the lead time for shipments is substantially longer
than from a nearshored location, and this way increases the cost of warehousing (Barbieri,
et al., 2018; Benstead, 2017; D’ Ambrosio, 2025; Fratocchi, et al., 2016; Li, et al., 2025).

More recently, the impact of different import duties has become more relevant due to the
increases in tariffs between the USA, the European Union, and China. Import duties have
long played a role in the location decision, but their impact has now clearly increased as the

predictability of those duties has decreased (D’ Ambrosio, 2025).

Perhaps still, the major cost-related motivation, though somewhat more challenging for the
practitioners to present, is the total cost of sourcing or the total landed cost of a product
(Barbieri, et al., 2018; Fratocchi, et al., 2016; Gray, et al., 2020). As stated by Barbieri et al.
(2017), this is an interesting driver as the decision to outsource is most often derived from a
cost-saving objective, and the consideration of reversing this decision would then imply that
the savings expected didn’t materialize as planned. This can be seen as connected to the

motivation for correcting earlier managerial mistakes made with the outsourcing decision.

The concept of total cost, or total landed cost, requires an organization to have the capability

to capture and analyze sourcing-related expenses at a sufficiently detailed level. This enables
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the creation of an informative calculation that can serve as a reliable basis for decision-
making. Such a calculation often incorporates a wide range of variables, including logistics
and transportation costs, warehousing expenses, tariffs and duties, costs associated with poor
quality, impact of different payment terms, and even the financial impact of stockouts.
Because these factors can vary significantly across industries and supply chains, the
organization must identify which variables are most relevant to its operations and determine

the appropriate level of emphasis for each. (Ellram, 1993; Gray, et al., 2020)

As said, the attraction of lower labour costs in the outsourcing regions was the primary
motivation for outsourcing at the beginning, and as the actual savings from these decisions
have perhaps not materialized as expected, the labour costs have at the same time started to
rise in these formerly low-wage regions. The pay gap between outsourcing regions and home
countries has decreased and has now become a motivation for considering manufacturing
nearshoring (Barbieri, et al., 2018; D’Ambrosio, 2025; Benstead, 2017; Fratocchi, et al.,
2016; Li, et al., 2025)

3.3 Efficiency driven

There are quite a few topics that fall under the headline of efficiency-driven motivation
factors for nearshoring. In many of the studies researched, these factors were seen as the
most important ones for the practitioners. As the distance between the formerly outsourced
country and the home country is most often quite long, the impact of lead time and the
complexity of the long supply chain are substantial factors. In the study of Kinkel et al.
(2009), 72% of the manufacturing sector respondents saw improving supply chain flexibility
as a major motivator for nearshoring. This motivation is connected to such factors as
operational flexibility and responsiveness to demand volatility, as well as the speed to
market, which is increasingly more important in the global competition (Barbieri, et al.,
2018; Benstead, 2017; D’ Ambrosio, 2025; Fratocchi, et al., 2016; Li, et al., 2025).

From a manufacturing perspective, the fast development of automated manufacturing in the
home countries has also impacted the production cost difference between the sites for the
benefit of the home countries. With higher technological capabilities, the home countries,

especially in Europe, have been able to develop manufacturing facilities with high
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automation and competitive productivity, especially with the manufacturing of higher
volume goods. (Benstead, 2017; D’ Ambrosio, 2025; Fratocchi, et al., 2016)

A shorter and more flexible supply chain is also more resilient to global and local disruptions
such as natural disasters, pandemics, wars, and other geopolitical uncertainties that have
become more common in recent years. They are such events that create a negative impact to
the supply chain and, as a result, on the company's performance as well. (Ellram, et al., 2013;
Barbieri, et al., 2020; Moradlou, et al., 2021)

3.4 Location-specific and company-specific motivations

The motivations connected to specific geographical locations and companies present well
the external and internal quality of nearshoring motivations. Location-specific factors
represent external conditions that impact the attractiveness of relocating production closer
to the home market. These include the availability of labour in the home market, which can
significantly impact cost structures and operational flexibility, and national subsidies for
relocation, which may provide financial incentives for companies to move production (Li,
et al., 2025). Knowledge-related assets, such as technological expertise and skilled
workforce clusters, also play a critical role in determining the strategic value of a location
(Kinkel, 2009). Furthermore, geopolitical uncertainty and cultural distances in the
outsourced country can introduce risks and challenges that affect supply chain stability and
collaboration. Infrastructure limitations in the host country and the availability and cost of
raw materials further influence the feasibility and efficiency of nearshoring operations (Li,
etal., 2025).

In contrast, company-specific factors reflect internal strategic priorities and operational
constraints. These include the already mentioned total cost of sourcing, which encompasses
not only purchase prices but also logistics, tariffs, and quality-related costs. Available
production capacity at home is another critical consideration, as it determines whether
nearshoring can be implemented without significant investment in new facilities (Barbieri,
et al., 2018). Intellectual property protection is often a factor for companies operating in
industries where innovation is important to competitive advantage (D’Ambrosio, 2025).
Lessons learned from previous location decisions, particularly mistakes, inform risk

management and strategic planning (Barbieri, et al., 2018).
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By analyzing these two dimensions together, organizations gain a holistic understanding of
nearshoring motivations. This integrated perspective enables firms to balance external
environmental conditions with internal strategic objectives, ensuring that nearshoring
decisions are not only cost-effective but also aligned with long-term business goals.
Ultimately, a structured evaluation of location-specific and company-specific factors

supports the development of informed and resilient nearshoring strategies.

3.5 Nearshoring barriers

Compared to motivations, barriers to nearshoring have received less attention in research,
even though they play a critical role in determining the feasibility of such strategies (Li, et
al., 2025). These barriers include a mix of operational, financial, and strategic challenges.
One key issue is the availability of competencies in the home country. If the domestic
workforce lacks the necessary skills, companies may face difficulties in maintaining
efficiency and quality after relocation. Legal regulations can also create significant obstacles,
as compliance with national and international laws often adds complexity and cost. EXisting
supplier partnerships may further limit flexibility, especially when long-term contracts or

strong relationships with offshore suppliers are in place (Engstrom, et al., 2018).

Resource-related barriers are equally important. Raw material availability and cost can
restrict nearshoring options, particularly for industries dependent on specific inputs.
Financial considerations such as the cost of facilities and required investments for new
infrastructure or technology upgrades can be substantial. Companies also need to ensure
sufficient production capacity and labour resources at home to absorb additional operations.
Regulatory requirements and compliance obligations add another layer of complexity.
Beyond these, strategic barriers such as core competencies and knowledge transfer highlight
the challenge of replicating specialized skills and processes in a new location. Finally,
maintaining product and process quality during the transition is essential, as disruptions can

harm customer trust and brand reputation. (Engstrom, et al., 2018; Li, et al., 2025)
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4 Research design and methodology

The following chapter concentrates on presenting the research methodology and design of
this study. Analysis to support the chosen methods is provided, and a view to research design
development is given. Firstly, the chosen methodology is introduced, followed by a
presentation of the data collection process. Then, the case company, sample, and interview
structure are described, followed by a discussion of the selected data analysis approaches.
Lastly, the validity and reliability of the study are evaluated.

4.1 Semi-structured interview as a qualitative research method

This study was created by utilizing qualitative research methodology with semi-structured
interviews as the data collection method. With qualitative research, words are used as data
and analysed in many ways depending on the focus and goal of the study in question.
Essential for a qualitative study is to embed a critical and questioning approach where the
researcher seeks to understand the phenomenon in depth by asking questions and finding the
different factors and motivations impacting the responses (Braun & Clarke, 2013).

This method was chosen as the goal of the study is to understand the topic of nearshoring
motivations and barriers from the perspective of the people who are in charge of decisions
related to the topic in the case company. Qualitative research method supports this goal, as
it allows for a deep understanding of a complex phenomenon from different perspectives,
where it is likely that the responses are contradictory to each other. A qualitative study also
gives great importance to the context of the study, which is in line with the purpose of this
study. (Braun & Clarke, 2013).

The method of semi-structured interview is in line with the objective of the study, as it
supports collecting data of a complex topic where the attempt is to leave abundant room for
the interviewee to be able to share their personal perspectives on the research topic in depth
(Adeoye-Olatunde, 2021) (Braun & Clarke, 2013).
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4.2 Case Company and Sample

The case company of this study is an established North European manufacturer of consumer
goods. The company operates globally and has its own manufacturing sites in multiple
locations in Europe, the US, and Asia. Innovation and focus on quality and function describe
the products of the company well. A substantial part of the products is subcontracted from
suppliers in Asia and Europe, and own manufacturing is concentrated in products
showcasing the core competencies. Outsourcing manufacturing has been a way to find cost
savings, ease market expansion in new markets, and add new product categories to the

company’s portfolio.

The sampling for the research interviews was done by using a non-probability sampling
method with a purposive approach. This method was chosen to achieve a sample of
interviewees that would have a comprehensive understanding of the factors impacting
nearshoring considerations in the case company, and additionally, the ability in their position
to either make or have an impact on such decisions. (Braun & Clarke, 2013; Adeoye-
Olatunde, 2021) The sample consists of director- or senior manager-level employees of the
company who can impact, or make a nearshoring supply location decision in their role. The
target was to cover the different supply chain functions as widely as possible, and this also
succeeded as all the supply chain directors and senior managers were reached for the
interviews. As the company’s focus is very much on design and innovation, a director from
the Research and Development function was also interviewed. The R&D function has a

crucial role in the supplier selection and supply base development of the case company.

The sample consists of a total of nine directors or senior manager-level employees of the
company with extensive backgrounds in supply location decisions and strategy. They are
geographically located in different countries in Europe and the US. The sample presented in
Table 3 includes the responses of the interviewees to the background questions of the
research. From this point onwards, to protect anonymity, the interviewees are referred to

with codes only, or the answers are grouped with similar ones.
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Table 3. Sample of the study and respondent codes

Role and responsibility Years of | Can impact a|Can make a
experience | nearshoring nearshoring
decision decision
Director Supply Chain 20 Yes Yes
Director Supply Chain 12 Yes No
Vice President Sourcing 30 Yes Yes
Global Sourcing Manager | 30 Yes Yes
Global Sourcing Manager | 12 Yes No
Global Sourcing Manager | 13 Yes Yes
Global Sourcing Manager | 12 Yes No
Global Sourcing Manager | 25 Yes Yes
Director R&D 25 Yes No

4.3 Data collection

In this study, primary data for the empirical section were collected using semi-structured
interviews. As discussed before, the qualitative research method and semi-structured
interview support this type of study as they aim to examine a phenomenon in a real-life
context. The purpose of a qualitative study is to understand the meanings behind the answers
and not to prove a certain theory as such, but to build a holistic understanding of the topic.
(Braun & Clarke, 2013) This approach allows researchers to capture rich, detailed insights

that structured methods might overlook.

Participants for the interviews were recruited via email invitations, and the recruitment
proved very successful, with nine out of ten invitees agreeing to participate. In total, nine
interviews were concluded during the period of November 2025 and December 2025. The
semi-structured interviews were held via Microsoft Teams or, in a few cases, as face-to-face
discussions. Most of the interviews were conducted in English, and some in Finnish to

support the free flow of discussion.

All interviews were recorded and transcribed with the MS Teams tool. Finnish responses

were translated into English during the coding process to maintain consistency in the data
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analysis. Each interview lasted between 30 and 60 minutes. The time reservation for the
interviews was limited to 60 minutes. While this timeframe was generally sufficient, in some
cases, additional time could have allowed for an even more in-depth understanding of the
perspectives of the respondents. Nevertheless, the semi-structured method provided
flexibility, enabling the interviewer to follow up on interesting points and adapt questions to

the flow of conversation, which then contributed to rich data for analysis.

4.3.1 Interview guide

An interview guide is often an essential part of semi-structured interview research. The goal
of the guide is to give focus and structure for the interviews (Adeoye-Olatunde, 2021). The
interview guide for the study was created after the research on existing literature on the topic
was finished. In the literature, similar research cases were found, and the research approach
of those was seen to support this study as well. Interview questions for the guide were
composed to connect to the research questions of the study and aimed to provide a holistic

view of the topic in question.

First, background questions to introduce the quality of the sample for the purpose of this
study were created. The goal was to understand the seniority of the respondent in relation to
the research topic, as well as to specify their ability to impact the nearshoring activity in the

case company.
Background questions:
1. Role and responsibility area of the interviewee in the case company?
2. Years of experience in procurement, sourcing, or related function?
3. Can the respondent impact a nearshoring decision in the company?
4. Can the respondent make a nearshoring decision in the company?

The actual interview questions were written with an aim to give a clear frame to the
discussion, yet targeted to be broad enough to offer the interviewees the possibility to
comment on the topic in their own words and avoid leading the responses. The questions
were given to most respondents beforehand. With the experience from the first two

interviews, sending the questions beforehand was seen as likely to benefit efficient time
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management in the interview and support achieving the desired depth in responses in relation
to the research topic. Many of the respondents had then made notes and comments to the
questions before the interview, which resulted in improved quality of the received interview
data.

Actual questions:
1. In the case company, what factors impact the supply location decision?
2. What barriers are there for making a nearshoring decision?
3. What risks are seen related to nearshoring?
4. Which product categories are seen as most important for nearshoring?

5. How important do you see nearshoring for the company?

The first question was presented as written above to all interviewees. After this, the
following questions were presented in various orders, depending on the direction of the
discussion. This approach was used to maintain a free flow of discussion, supporting the

answers to achieve adequate depth.

4.4 Data analysis

After the data collection phase, data analysis was carried out. The first step was to code and
categorize the summarized data. The coding method chosen for this study was inductive
coding. Inductive coding is a method where the codes are selected directly from the research
data with no predefined set of codes. This method complements a qualitative study well, as
it fits especially well for a study where the objective is to investigate and understand a
phenomenon without any theoretical assumptions. To succeed, inductive coding requires a
systematic process and clear audit trails to maintain its credibility. (Skjott Linneberg &
Korsgaard, 2019).

As a method for data analysis, thematic analysis (TA) was selected. TA goes beyond
counting the frequency of words in the data and is seen as a flexible and accessible method

of qualitative analysis. (Braun & Clarke, 2013) When considering different analysis
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methods, the length of the collected data has an impact on which of the available methods
are most suitable. TA is especially appropriate when the data collected from the interviews
is broad, as from a data set of only short text samples, it can be quite challenging to conduct

the thematic process and identify several different themes. (Cernasev & Axon, 2023)

The process of thematic analysis is to combine the codes found with the inductive coding

and summarize those under different themes in a meaningful way. (Adeoye-Olatunde, 2021)

Data collection

Transcription summaries and translations

First coding round

Categorization of collected codes under themes

Second coding round

Extraction of quotes from data

Figure 5. Data coding and analysis process

The process of data coding and analysis of this study is described in Figure 5. The first step
was to conduct the semi-structured interviews with the selected sample. Careful planning of
the interview guide and a thorough understanding of the existing literature on the study topic
gave a good premise for the interviews. After the interviews, the transcriptions were read
through and summarized simultaneously, deleting all non-relevant parts of the discussion.
Then the initial round of coding was done by highlighting sections of the text in different
colours and giving a code name for each colour. There were both similarities in responses
among the interviewees, as well as conflicts found, already in the first round of coding and

analysis.

After this, a categorization of the found themes was made under each code, and these were
collected in the master table in Appendix 2. The second coding round was then made to
make sure each set of data was examined in the same detail, and all relevant themes for the
study were listed in the summary table. Finally, based on the found themes, similarities, and
conflicts in the data set, quotes demonstrating these aspects were selected for the findings

section.
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4.5 Reliability and validity

The reliability and validity of this research will be assessed in the following section.
Reliability of a study refers to the possibility to duplicate the study in question, with the same
results. In a quantitative study, this might often be the goal, as a quantitative study aims to
create generalizable theories. In qualitative research, however, the researcher is seen to
influence the research process and the data produced, and so, the goal of this kind of study
is to produce research that can’t be duplicated. Due to this, the validity of the study is more
relevant when discussing a qualitative study. The validity of this study can be evaluated
through the form of ecological validity. Ecological validity assesses the relationship between
the real world and the research from two perspectives: whether the context of the data
collection resembles a real-world context and whether the results of the research can be

applied to a real-world setting. (Braun & Clarke, 2013)

Braun & Clarke (2013) present a checklist created by the authors themselves of criteria for
a good thematic analysis of a qualitative study. An adapted version of this checklist is applied
for this study and presented in Table 4. to give a comprehensive and informative analysis of
the reliability and validity of this study.

Table 4. Assessment of the reliability and validity of the thematic analysis

Analysis Applied method

Process step

Transcription | The transcriptions of this study were made with the help of MS Teams,
where the level of detail was high, though some errors were also noticed
in words closely resembling other similar words. The researcher
corrected those errors where relevant based on the context of the
discussion. The context and accuracy was in addition, checked from the
recording of the interview where needed.

Coding Each of the interview datasets was researched with the same level of
detail, and coding was done with the same analogy, though the richness
of the data varied between the datasets.

The themes found have been checked to be coherent, consistent, and

distinctive
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Analysis Data has been analyzed with care, and it tells a well-organized story of

the data and topic. There are sufficient illustrative extracts provided.

Overall The two coding and analysis rounds support the overall validity of the

collected themes and results derived from those

Written The language of the report is consistent with the terms used in the

report research, and the findings align with the analysis.

To ensure the validity and reliability of the data and findings, the process of coding, thematic
analysis, and collection of findings was conducted meticulously. Following the multiple
coding rounds, findings were collected into the master table in Appendix 2. And analyzed
against any errors or conflicts that were not in the data originally. The sample of nine
interviewees represented a majority of the case companies’ supply chain senior managers

and so is prone to provide a holistic view of the research topic.

The created data categorizations for findings were based on the theoretical framework
created from evaluating multiple theoretical sources discussing the research topic. This
supported the clear definition of concepts used in the study throughout and the selected
research methods. Additionally, the findings are presented with multiple relevant quotations
of the respondents, with emphasis on assuring that each respondent is treated with adequate

focus.
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5 Findings

This section presents the empirical findings of the nine semi-structured research interviews
held between November and December 2025 with the case company respondents. The
section will begin with a brief reflection on the purpose of this study, as well as the research

process, followed by the presentation of the findings per theme.

The purpose of this study was to build a deep understanding of factors impacting
manufacturing nearshoring in the current time, and with the research interviews, collect data
on motivations and barriers for nearshoring from the case company. The main research

question this study aims to respond to is:

RQ 1: What factors impact the nearshoring decision of the case company?
Sub questions for the main question are:

RQ 2: What are seen as motivations for nearshoring?

RQ 3: What are seen as barriers for nearshoring?

The research interviews consisted of four background questions and five actual research
questions related to the research topic. The goal of the interviews was to facilitate a
discussion-like setting where respondents could speak freely and share in-depth knowledge

of the topic based on their experience and expertise.

As the responses to the background questions in Table 3 show, the interviewees had
extensive practical experience selecting manufacturing locations and suppliers for the case
company, either in their current or previous roles, with all of them having over 10 years of
experience and many having over 20 years. All of them confirmed to be able to impact
nearshoring decisions in the company, and five out of nine were also able to make such

decisions with their roles and positions in the company, supporting this response.

5.1 Findings for the research interviews

The following sections will present the collected empirical data per theme created. These

themes were derived from the theoretical framework of this study, and the codes found from
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the data set were then categorized under these themes. First, the findings per theme are
presented. After this, a summarization of the factors, as well as a presentation of the found

priority product categories for nearshoring, is given.

5.1.1 Supply chain flexibility

The factors most often mentioned for nearshoring considerations for the case company were
all connected to the need for a more flexible supply chain. One factor emerging was
achieving lead time improvements by moving the manufacturing closer to the point of sale;
the shipping time from supplier to distribution centre would be shorter. It was also stated by
multiple respondents that shorter lead time would also improve the supply chain
responsiveness to volatile customer demand and the changing needs of the company. Speed
to market with new products and innovations was also seen as a factor supporting

nearshoring.

Impact on the inventory levels was also a factor mentioned by all respondents. Reduction of
safety stocks and lower inventory levels were the most used terms, and product availability
was also mentioned. This opportunity for inventory level reduction was also referred to
create a positive impact on cash flow. Respondent B. gives a practical example of the impact
on safety stock level, and Respondent H. shares the overall thinking connected to the

opportunity with nearshoring to a more efficient supply chain in the quotes below:

“The impact can be directly seen in the stock level. For sourced items from Asia, we must

keep close to double safety stock compared to items of our own manufacturing. ”
Respondent B.
“So if you're closer to your factory or your point of sale, then you reduce your lead time.
Your inventory, you reduce your freight costs, so that's overall better for the business. ”
Respondent H.

Opportunities presented by the more flexible supply chain and proximity to manufacturing,
in addition to the above mentioned were, added transparency, opportunity for collaborative

planning of purchasing and manufacturing, as well as resilience to disruptions. The resilience
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was seen as a major driver for risk reduction and was, in many answers, connected to the

need for supply base diversification, as stated by Respondent A’s quote:

“We must diversify our source of supply, as in, we can't be too dependent on one partner or
one area, but we must disperse the risks. ”

Respondent A.

5.1.2 Cost and gross margin

The topic of Total or Landed cost was discussed extensively in each of the interviews. The
respondents saw this factor as a major motivation for nearshoring decisions, and many of
them referred to a change in thinking in the company, compared to earlier concerning this
factor. It was stated in most of the interviews that the company has recently started to put
more focus on understanding the Landed cost of sourcing a product, and that the change
from a previous focus solely on the product price is changing, as seen also in the comment

from Respondent B.

“...were now likely starting to understand that the total cost is not necessarily that much

lower with the high stock levels and inflexibility... ”
Respondent B.

Discussions related to cost also included the current conditions with the US tariffs put to
action early 2025. This impact has been actively mitigated in the company by transferring
manufacturing from China to lower-tariff-level regions, and nearshoring was also seen as an

important strategy to avoid the cost-increasing impacts of tariffs.

Nearshoring and insourcing were additionally referred to as a way to achieve gross margin
improvements by improving efficiency. With nearshoring, this was mostly connected to
lower freight and transaction costs with shorter shipments and ease of communication with
suppliers having good English capabilities and shared culture. Concerning insourcing, the
gross margin improvement was seen to follow with higher volumes in the own
manufacturing sites, improving the efficiency and also the cost of manufacturing per item.

This was referred to in a few interviews as needing to have a strong internal strategy and
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willingness behind it, as the product cost would likely be higher in the beginning, compared

to the far-sourced option, as explained by Respondent B.

“We should decide to take a hit for the margin in some projects and move production to
our own factories...after a while, when we've done enough of it, the margin will start to

gradually improve for all items. ”
Respondent B.

When it comes to barriers and challenges related to nearshoring, cost-related factors
presented major part in the interviewees' comments. Challenges in being able to quantify the
landed cost or gross margin impact in numbers, investment, and switching cost related to
changing suppliers, as well as identifying the consumer's actual willingness to pay for
products with high innovation, were seen as barriers for nearshoring. The impact of
government subsidies, especially in Asia were seen as a barrier as those likely have an impact
on the low-cost level China can still offer, though the labour cost has also increased there
and the gap to Europe has decreased. Also, as the high-volume low-cost manufacturing has
for decades focused with big percentage to China, they have built a strong capability for such

manufacturing. Respondent F refers to this factor overall, in the quote below:

“Pressure point is what's the cost, and for that, you still can't beat China. In China, they
know how to make stuff very efficiently, very cheaply, and there's likely support from their

government that we can't necessarily see or quantify.”
Respondent F.

The low landed cost targets given by the business organization to the supply chain and
manufacturing were seen to direct the decision making of make or buy to the unit cost level,

driving the decisions to outsource rather than go with own manufacturing.

5.1.3 Host country-related factors

Factors related to the current host country and current supplier relationships were also
commonly mentioned in the interviews. These would include the impact of the English
language capability of the Asian suppliers, though also said to impact the possible

nearshoring candidate countries or companies. Having a common language to speak was
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seen as especially important when facing issues with the supplier. The geographical location
of the supplier was referred to in relation to time zones and ease of supplier visits. Having
overlapping office hours was seen as a perk and created a positive impact on the efficiency
of co-operation, while short flights for visits were valued in terms of joint product
development and possible challenges faced. This was highlighted in the comments of
Respondent E and G:

"You know, we're working in a global company, there's a lot of different time zones you're
working in, that ideally if you have someone on your team that can kind of overlap in some

of those time zones to help drive that urgency and drive that responsiveness... "
Respondent E.

“Can you get there quickly to work with the supplier if needed? Can you communicate
with them in real time to take care of business and not have to send an e-mail and wait 12

hours?”
Respondent G.

The geographical location played a role in a factor related to existing knowledge hubs in
different countries. These were seen to some extent as a barrier, as certain capabilities
required by the company only exist in certain areas of the world with the needed quality, and

to develop those capabilities elsewhere would require extensive resources and time.

5.1.4 Sustainability and resource availability

Sustainability was a popular topic of discussion in the interviews. It was seen as a factor with
a positive influence on nearshoring. The development of sustainable manufacturing methods
and facilities was seen to have spread further in Europe, while in China, the suppliers are
only starting to transform their facilities according to the global sustainability initiatives.
This also reflects the availability of sustainable, as in recycled raw materials, like steel and
plastics. Currently, these are already widely available in Europe, but quite challenging to

source in Asia.

On the other hand, the requirement of sustainability was also seen as a barrier, as it was

prone to have a negative cost impact, as stated in the quote of Respondent G:
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“There's going to be a challenge here at our company, especially in the US market,
because we are getting pushed for that pricing and sustainable products, whether it be
recycled steel, aluminums Cardboard, polypropylene, anything. It's more expensive. It just

is. | mean, because you're adding a process, right?”
Respondent G.

The availability of certain specified raw material, component, or manufacturing capability
was seen both as a motivating factor and as a barrier for nearshoring. This was connected to
the earlier mentioned geographical knowledge hubs or clusters, but also to the quantity of
available workforce, manufacturing automation, the knowledge transfer that has happened
to the current suppliers, or the capability of complex assemblies. It was mentioned by
Respondent F that: “In China, they can just put more people to fix an issue”. Respondent F
also commented on the mid-layer resources availability between China and Latin America

as follows:

“So, when we've looked around the world, we found China has a lot of there's lots of
people, right? And there are lots of factory workers. So, you need the hands to build things.
But then you also need that mid-level management to do the support for NPD, regulatory
testing, and exploring new suppliers. And China is very good there, and we've found in

Latin America that the management level is much thinner.”
Respondent F.

Respondent I’s view was that in Europe, manufacturing work is often done with less
workforce, and this results in the company competing more with its competitors for the same
resources for projects, product development, and manufacturing capacity. In support of
nearshoring, Respondent | presented it as a way to source capabilities not found in-house

and to avoid internal investments:

“If we don't have the capacity, or can't invest, or don 't have capabilities, we can also, in a

way, search for the knowledge through the suppliers.”

Respondent I.
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5.1.5 Supplier relationship and innovation

The “relationship piece,” as a few respondents referred to it, was seen in a multifaceted way
and was highlighted as very important, especially by the interviewees representing the
sourcing organization. The ambition to build long-term partnerships with suppliers was also

stated as an enabler for nearshoring across functions.

In terms of fostering joint innovation, supplier nearshoring was seen as an enabler as the
proximity of the supplier would lead to easier relationship management and partnering
opportunities. The protection of the intellectual property (IP) of the company was seen from
a few perspectives. On the other hand, it was stated by respondents A and I that the proximity
of the supplier would likely improve IP protection, as the culture in Europe versus Asia was
seen as more respectful of IP. By respondents F and G, this was seen as more connected to
the legislation of the countries in question and contracts between the company and the
supplier, than the distance to the supplier, either geographical or cultural. This aspect and
the importance of well-kept supplier relationship was also highlighted by respondents C and
D.

There was some conflict of views also in terms of utilizing suppliers that manufacture

products for competitors as well. Respondent C. shares his view in the following quote:

“So that's a good thing. People often think, oh, you know, if they're making competitive
products, that's a bad thing. Actually, it's quite a good thing because it's a vote of

confidence.”
Respondent C.

Respondents A and | saw utilizing the same suppliers with competitors as a negative due to
transferring the company's internal knowledge and capabilities to be then used also for the
benefit of the competition. They saw nearshoring as an opportunity to mitigate this issue by
transferring manufacturing to contract suppliers that are not associated with the competition

or have sellable finished products themselves.
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5.1.6 Quality and made-in-effect

Quality control was a factor with perhaps the widest range of views among the respondents.
It was both seen as a perk with nearshoring as well as a barrier to it. Many of the respondents
highlighted that, with manufacturing focused in China, the knowledge hubs there possess
capabilities hard to match elsewhere currently. However, they also mentioned that the
approach to manufacturing quality overall differs in Europe and the US, with a higher quality

of manufacturing but less efficiency. Respondent, | explained this from their experience:

“It feels like there's more variance in Asia...I've seen the best companies and the worst

companies in China.”
Respondent I.

Comments related to quality were highly connected to the auditing and quality control
processes with sourcing organization representatives. Quality of manufacturing was seen as
a result of the company audit process with the supplier and was dependent on the accuracy
and quality of the product specifications shared with the supplier. Respondent D. saw the

role of supplier co-operation in relation to quality as follows:

“...what we didn't want was manufacturing going to the contract manufacturers and trying
to tell them how to do their job because they have the core competence, so they have good

’

equipment, they have good engineers, they have a good maintenance plan...’
Respondent D.

The qualification process of the company was commented by respondent H. to be very
extensive and, as such, creating a barrier for nearshoring, as the internal resources needed

for a transfer of manufacturing are extensive.

The made in country and its effect on nearshoring were twofold. It was seen as very
important for the consumer by respondents H and B, while the rest of the interviewees saw
this as a factor that has lost its relevance and could only be meaningful for specific made-in

countries like Finland and the USA, as stated in the comment by Respondent H.

“I would say made in country is relevant from a consumer perspective... So, there are
certain products that it makes more sense to put them in the own factory because made in

Finland means something to the consumer in Finland.”
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5.2 Factors impacting the nearshoring decision
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This section intends to present the answers to the main research question, RQ 1: What factors

impact the nearshoring decision of the case company, based on the answers received in the

semi-structured interviews. The factors that were found from the data in the coding process

are grouped and listed by their theme in Table 5 from the master table in Appendix 2. The

following table presents the main findings of this study, and a more detailed description of

each group of factors will follow. The categories created will be discussed more in the

coming discussion section.

Table 5. Findings of the semi-structured interviews grouped by theme

Category

Grouped Factors

Motivations

SC flexibility/visibility (responsiveness, transparency, collaborative
planning)

Inventory efficiency & disruption mitigation; (lower levels, turnover,
cash flow)

Lead time & speed-to-market

Total/Landed cost incl. freight/taxes & Tariffs

Market/finance levers (willingness to pay, GM%)

Long term strategy

Proximity (supplier/sales market/time zone/English)

Sustainability & ESG (incl. recycled raws/green energy)

Automation & technology (incl. IP protection)

Quality & consistency

Innovation & collaboration (knowledge hubs)

Own manufacturing advantages (capacity, productivity, hybrid)

Barriers

Investment & switching costs (incl. payback period fit)

Cost mindset & methods (total/landed cost adoption, target cost, price
pass-through limits)

Volume/MOQ/scale fit

Internal resources/capabilities (silos, qualification, slow processes);
Supplier capabilities/availability/willingness

Labor & regulation (laws/rates, local regs)

Raw material availability/spec detail

External context (gov support in Asia, efficiency in China);
Relationships/path-dependence

Other operational hurdles (payment terms, automation complexity, geo
capability differences).

Cost/wage increases
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Tariff volatility

Capacity constraints

Component shortages/lead-time risk

Labor & regulatory risk

Expertise/skills gaps

Raw material quality risk

Supplier relationship & transition risk

Change-related costs/location selection/loss of business
Demand & environment volatility

Strategy execution risk

5.3 Potential product categories and the importance of the strategy overall

To work as a support for answering the main research questions, the priority product
categories for nearshoring were asked of the interviewees. These answers were aimed to
provide answers to which raw materials, technologies, and capabilities were seen as most
relevant for the company in relation to nearshoring. The researcher also wanted to
understand the relevance of the nearshoring strategy overall for the company, and so the last
question of the interview was to comment on how the respondent personally saw the

importance of nearshoring considerations for the company.

When asked about the potential product categories for nearshoring in the company, most
respondents saw any item that is big in size or bulky to ship as a priority. These responses

were connected to the distinctively higher freight costs related to such products.

Seasonality of the product played a major role in the responses of priority categories.
Products that are only sold during some months of the year were seen to have a bigger risk
of excess inventory if sourced from far, and thus with higher safety stock levels. The forecast
accuracy of such products was also mentioned to be lower, as the weather conditions during
the sales season might have a major impact on the sell-out, and the ability to quickly adapt

to demand changes with short lead time was seen as important with the seasonal products.

Also, novelty categories were mentioned as a priority, where the company has entered a new
category of products, utilizing new manufacturing capabilities and raw materials. The option
of finding new supplier innovation to expand new categories further, was also seen as an

opportunity for nearshoring.
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Depending on the different geographical areas considered for nearshoring, different product
categories were mentioned. South American countries like El Salvador were mentioned as
having potential for lower technology products by most respondents. Products with high
automation potential, plastic injection moulded products, and products requiring complex

assemblies, like electronics, were named as potential for nearshoring to Europe.



o1

6 Discussion

This section will discuss the findings of the study and respond to the research questions set
with a dialogue between the empirical findings of the study and the theory base researched.
The theoretical framework for nearshoring motivations and barriers in section 1, adapted
from the research of Fratocchi et al. (2016), is used here to provide a clear, categorized
overview of the findings. The full table of research findings categorized with the theoretical
framework can be found in Appendix 1. Each of the following subsections will, however,

present the motivations and barriers for the section in question from the framework directly.

The discussion will start with the research question RQ 2 about nearshoring motivations.
Discussion on the findings related to research question RQ 3 will follow, and finally, the
main research question RQ 1 is discussed to synthesize the overall findings of this study. As
the findings from the nine research interviews were broad, some factors with a similar

context are summarized together in this section.

6.1 Motivations for nearshoring

To answer RQ 2, a discussion on the motivations found both from the literature and the
empirical research will follow. The motivations found for nearshoring in the case company
are connected to value-driven, cost-driven, and efficiency-driven factors consistent with the
literature. They span across the company- and location-specific dimensions. The following

sections will present the findings with the support of the theoretical framework.

Value-driven motivations found in the literature were fully in line with the motivations of
the empirical research findings, tough had some differences in perspective. Quality
improvements, as stated by several researchers (Barbieri, et al., 2018; D’ Ambrosio, 2025;
Benstead, 2017) were seen as an expected outcome of nearshoring, though in the interviews
the importance of the relationship management and rigorous enough audit processes were

highlighted as well, as a crucial part of quality control.

The sustainability aspect of sourcing was particularly highlighted as a value-driven
motivation, both in theory (Benstead, 2017; Mclvor, et al., 2025) and empirical parts.
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Examples from findings were the goal for the company to reduce emissions via road freight,
to comply with the strict environmental EU regulations, and utilize greener energy sources
more available in the nearshoring areas in Europe. Nearshoring was also seen to improve the
supply chain transparency of the company, with more visibility into the subcontractors of
the nearshored suppliers. Supply chain transparency, as such, did not receive many
references in the theory part, but is deeply connected to supply chain risk mitigation
(Barbieri, et al., 2018; Benstead, 2017; Li, et al., 2025)

Made-in-effect that was mentioned in all but one of the literature review articles (Barbieri,
et al., 2020; Benstead, 2017; D’Ambrosio, 2025; Fratocchi, et al., 2016; Li, et al., 2025)
received somewhat conflicting answers in the empirical research. From a consumer
perspective, nearshoring was seen to support customer sentiment, especially in the US,
where the made-in-effect was recognized as important for case company customers.
However, the overall view of the respondents was that this factor would have only a minor

impact on customer willingness to buy.

The support of joint innovation was seen to be enabled by nearshoring, with the geographical
and cultural proximity of the supplier as the main driver, while the literature saw the
innovation factor more from the risk perspective of losing innovation potential with
manufacturing located in faraway outsourced countries (D’Ambrosio, 2025). The case
company is very much innovation-driven, and thus has likely been able to, in time, partner

with suppliers in Asia with good innovation support capabilities.

Cost-driven motivations are aligned between the theory and practice to some extent,
especially in terms of costs related to the supply chain, such as logistics costs, taxes, and
tariffs. The aspect of total cost thinking and the concept of total landed cost were in focus in
the empirical part and were seen as critical for the case company to implement with
nearshoring considerations. Total cost was also suggested as an approach for nearshoring
evaluation in the literature (Barbieri, et al., 2020; Ellram, 1995; van Hassel, et al., 2022;
Roda, 2020) and with similar findings related to the challenge of implementing these in the

decision-making.

Labour cost development in the emerging economies received several comments in the
literature as motivation for nearshoring (Barbieri, et al., 2018; D’ Ambrosio, 2025; Benstead,

2017; Fratocchi, et al., 2016; Li, et al., 2025). The impact of this factor to evaluate supplier
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cost competitiveness requires certain transparency with pricing when investigating this in
the company context of purchasing prices, and is not perhaps as evident for the practitioners.
This might be the reason why labour costs were not mentioned as a motive to nearshore but
as a barrier to it. This was in reference to the labour costs in the nearshoring countries, which
were perceived as distinctively higher than in the host countries.

Financial aspects such as improved cash flow and gross margin improvements were seen as
motivations in the findings of the study, while these received very limited mentions in the
literature. This can be due to the challenge of quantifying such variables related to

nearshoring in actual impact on, for example, gross margin.

Efficiency-driven motivations received most mentions in the research interviews and were
highlighted by most respondents as the most important ones as well. As mentioned several
times in this study already, the rise of the trend of nearshoring is the result of the multiple
global disruptions in economics, supply chains, and geopolitics during the last two decades,
as acknowledged in large extent also by academia (Akbari, 2024; D’Ambrosio, 2025;
Friebel, et al., 2025). These disruptions have been seen to have a direct impact on
manufacturing and supply chains, with fluctuating currency rates and interest rates,
increasing energy and raw material prices, halts and delays in overseas shipments, as well as

various tariffs for imports from certain geopolitical regions.

A Major motivation for the case company was the opportunity for inventory reduction
resulting from the shorter lead time of nearshored suppliers. This would have a positive
impact on the inventory turnover and the required safety stocks. The ability to react and
adapt to changing customer demand was valued highly as a motivation for nearshoring
among the case company respondents and also highlighted in each article of the literature

review listed in Table 1.

Development of manufacturing automation is driving efficiency in factories globally, but
especially in Europe, where the adaptation of these Industry 4.0 technologies has evolved
more compared to other locations, automation is acting as a nearshoring motivation for some
industries (Bilbao-Ubillos, et al., 2023; Fratocchi, et al., 2016). This was supported by the
empirical findings as well, where the products with high potential for automation, or capable
of utilizing the existing automation abilities of the case companies' own manufacturing sites,

were listed as one of the priority ones for nearshoring considerations.
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Location and company-specific motivations present the last part of the theoretical
framework of this study. They are chosen to represent the internal and external dimensions
of the motivations (Fratocchi, et al., 2016) and can include motivations from all previous
categories, but are more in connection to the particular location of the supplier or the
sourcing company in question. The impact of different governmental support systems was
found in the literature as motivation for nearshoring (Barbieri, et al., 2020; Fratocchi, et al.,
2016), but likely due to the home country of the case company not having such initiatives,

this motivation was not brought up in the interviews.

One of the most interesting findings of this group of motivations was the impact of certain
knowledge or capability hubs and clusters (Kinkel, 2009). This is interesting as the case
company operates in the consumer goods industry with products that are widely spread and
for domestic use, and as such do not represent very high technology or scarce capabilities.
Despite this, it was stated by several respondents that critical manufacturing know-how only
exists in certain locations and so, can either be a motivation or a barrier for nearshoring,

depending on the product in question.

The availability of needed resources, either labour, raw materials, or infrastructure, was also
a motivating factor and a barrier at the same time. Asian countries were told to be able to
resolve many challenges faced with the available labour resource, which in Europe can
become a challenge, especially in cases where the company is competing for the same
resources with its competitors. In the literature, it was found that the availability of the home
country labour market can be a motivation to nearshoring, especially at a time of high
unemployment in the home country (Barbieri, et al., 2018; Fratocchi, et al., 2016; Benstead,
2017).

A factor that also represented both barriers and motivations was the supplier relationship
aspect. The existing supplier relationships the company has cross over decades and are in
some cases strategic in nature. This can be a barrier to nearshore, although many of the
respondents mentioned, as a motive, the opportunity to build such partner relationships with
new suppliers in Europe, where the proximity of the supplier, the English language, and

engineering capabilities were seen as additional motives.

In terms of the case company, strategically most important motives for nearshoring were the

supply base diversification from a geographical perspective, as well as overall supply chain
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risk mitigation. The importance of an applicable long-term sourcing strategy was highlighted
among the respondents. As a company with its own manufacturing sites, the need to secure
the competitiveness of the sites is an important driver for insourcing manufacturing, one way
to nearshore. All of this is related to the motivation of correcting earlier mistakes when
outsourcing manufacturing, which, according to Barbieri et al.(2018), is actually the reason

nearshoring is at all done.

6.2 Barriers for nearshoring

The dimension of barriers was added to the study to achieve a holistic enough understanding
of the factors impacting nearshoring considerations. Though the focus of the research was
mostly on the motivations and overall factors, the findings related to barriers provide

important insight to understand where issues in nearshoring strategies might arise.

In this section, Research Question 3 is answered by presenting the barriers found. From the
empirical findings, the barriers were categorized using the same adapted framework
(Fratocchi, et al., 2016) as for the motives. The full findings of barriers can be seen in
Appendix 2. Many of the barriers were already discussed in the previous motivations section,
as it was found that many factors had a twofold role, as a motive and a barrier, dependent on

other variables impacting them.

For the most part, the findings of barriers were concentrated in cost-related factors.
Investment (Engstrom, et al., 2018; Barbieri, et al., 2018) and switching cost (Ellram, 2013)
related to changing the supplier, overall, can be a barrier for nearshoring, as the ability and
willingness to invest varies. Also, the cost of manufacturing is higher in Europe than in the
emerging economies, which results in higher unit costs as well. The focus in the case
company has long been on the unit cost, and the findings show that there is a need to
implement total cost understanding in the organization to be able to utilize total and landed

cost evaluation in nearshoring decisions.

The internal resources required to run through a nearshoring exercise were described as
extensive, and the availability of those limited. Complex qualification processes and siloed
functions were also mentioned as barriers. As mentioned in the findings, nearshoring

manufacturing needs strong internal alignment and resources (Gray, et al., 2013). There
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should also be a strong connection to a long-term strategy and objectives (Kinra, et al., 2025)

to create joint focus and overcome change resistance.

6.3 Factors impacting nearshoring decisions in the case company

In the final section of the discussions, the main research question 1 is answered. This section
focuses on understanding the overall factors impacting the consideration of nearshoring as a
supply location strategy for the case company, and based on the empirical findings, suggests
priorities for such considerations. Based on the studied literature of nearshoring motivations
in manufacturing companies, it can be said that this is a strategy that should be evaluated in
any company with its main sales market in Europe or the US, considering the current
volatility of the global economy and geopolitics around us. This interpretation was also

echoed in the findings of the research interviews.

6.3.1 Strategic alignment and Total Cost Logic

The strategic alignment of sourcing strategy with other supply chain and business objectives
can be seen as one key factor for adapting a nearshoring strategy. As explained previously
in the study, a location decision to nearshore must be fully aligned with the company's
location strategy to succeed (Kinkel, 2009). A quote from respondent F describes the relation
of sourcing to the overall business well in its simplicity:

“How we sell things is very relevant to how we buy things.”
Respondent F

This quote underlines the need for a strategic approach when making supply location
decisions and the importance of utilizing a selection of factors in the evaluation, in addition

to just cost.

From the perspective of RBV, nearshoring can be seen as a way to safeguard the competitive
advantages of a company (MclVOR, 2013) such as innovation and knowledge, and to retain
other dynamic capabilities. This is crucial in maintaining a competitive advantage in the

changing business environment. The quote from Respondent A highlights this aspect well:
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“We must be able to justify how our competitive abilities improve and how to measure
them...we must understand how the world and consumer behaviour are changing... if we
only react to this when everyone else has already activated and we only follow from the

side, there's a big risk.”
Respondent A.

In relation to own manufacturing, a strategic long-term approach would also help with
accepting the potential short-term challenges with margin decreases, as the shared
understanding would be that the financial improvements follow in time with the increased
capacity. From the interview findings, the main barrier for implementing such a strategic
approach was said to be the adaptation of the total or landed cost understanding in the
company. This was applicable to sourcing as well, in addition to own manufacturing. To
improve the understanding and capabilities internally, educating stakeholders, and securing
the availability of related data are needed (Ellram, 1993). As seen in some of the quotes in

the findings section, the dominance of unit cost is still strong and drives supply to China.

6.3.2 Diversification and Ambidexterity in the Supply Base

The diversification of the supply base, from a geographical perspective, was identified as a
high-priority tool for risk mitigation in the findings section. A suggested way to achieve this,
from the researched literature, was the Ambidexterity theory. This approach gives an
alternative motivation for investigating the priority further as a way to run an efficiency-
dominant supply network with parallel supply chains, focusing on delivering different value
(Moradlou, et al., 2024). This theory suggests nearshoring as a tool targeted for the non-
commodity items, while the existing supply channels of the company would serve the more

standardized items with lower unit cost and higher volume.

The evident need to achieve increased flexibility and resilience in the supply chain, shown
in the findings, is also well supported by the Ambidexterity theory. Nearshoring should not
be seen as a universal solution for the supply chain decisions, but a way to achieve the desired
efficiencies where best suited. The parallel solution suggested by Moradlou et al. (2024)

would also be applicable here.
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6.3.3 Practical decision map

To provide a practical example, a decision map presented in Figure 6 was created
showcasing an approach to nearshoring decision-making based on the findings of this study.
The decision map describes a flow where each step is connected to factors found critical for
the case company in making nearshoring decisions.

The steps include the strategic approach with the need for supply base diversification and
risk mitigation included, as well as the aim for a more flexible and resilient supply chain.
The cost factor evaluation is connected to steps concerning tariff and other additional costs,
as well as the final financial step. To align with the company’s requirement for suppliers’
ability to manufacture within the given quality standards, as well as innovation capability, a

step to evaluate this was added.

The purpose of the decision map is to summarize the findings of the study into a practical
tool that can be adapted to decision-making processes related to nearshoring in the case
company. As the findings align with the literature to a large extent, it is possible to utilize
the tool also in the context of other practitioners and companies.
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Strategic step
Is product
innovation/quality
critical or speed-to-
market critical?

Risk & Policy step
Are there high
tariff/shipping volatility
or stock-out impacts?

Operational step
Is there opportunity for
significant lead time
gain & inventory
reduction?

Capability step
Do nearshore partners or
own sites have the capability,
capacity, or automation and
gualification ability?

Financial step
Payback time and GM
positive

Figure 6. Nearshoring decision map

To conclude and summarize the answer to RQ 1, factors impacting the nearshoring decisions
in the case company emerge from the pursuit of a strategic fit and aim for a holistic financial
approach, impacted by the need for risk mitigation and improved performance for the supply
chain overall. Nearshoring would be prioritized when high innovation capability and rapid
market entry are needed, and where lead time reduction would result in a substantial decrease
of inventories, or in the case of a high risk of added cost due to tariffs impacting the current

country of manufacturing.
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7 Conclusions

This last section will conclude the findings of the study, summarize the answers to the
research questions, and provide managerial suggestions as well as suggestions for further
studies on the topic. The purpose of this study was to understand the factors influencing
nearshoring decisions in the case company and to understand the wide theoretical
perspectives related to such decisions. The findings show that nearshoring is not a universal
solution but a strategy where internal alignment, total cost understanding, risk mitigation
actions, and resource availability have a complex interplay with different geographical

factors globally.

Nearshoring decisions are found to be more successful when connected to long-term
objectives and the overall location strategy of a company. Possible gains from nearshoring
include safeguarding the dynamic capabilities of the company, such as innovation and
quality, improving supply chain adaptability and resilience to disruptions, and increasing
supply chain efficiency. Cost remains as a critical dimension, and the adaptation of total cost
thinking is seen to improve the internal capabilities for location decision evaluations, while
there are many cost-related barriers found with investment cost and high labour rates in
Europe as the main ones. While sustainability plays an important role in supporting
nearshoring, it is seen to incur additional cost pressure. Capability gaps and complex
qualification requirements were also seen as barriers, while the centralization of critical

capabilities is still driving manufacturing to the Asian hubs.

From a managerial perspective, the results underline the need to adapt landed cost models
and total cost understanding to the broader organization, in addition to the supply chain
members, and apply these models rigorously to the supply location decision-making. A dual
approach, according to the ambidexterity model, is suggested as a way to achieve a supply
strategy combining efficiencies for more standardized items and flexibility for categories

listed as priorities: seasonal, bulky, and innovation-driven products.

The limitations of this study are the single company research scope and the qualitative
approach selected, which limit the generalizability of the study. The findings represent the
geopolitical and economic context of late 2025, and within this timeframe, the geopolitical

volatility has increased even further from the setting where the study started. Based on this,
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assumptions of additional disruptions impacting the global supply locations are expected,
and manufacturing companies should invest in their capabilities in reacting to such
disruptions. Future research on this topic should be done as multi-case studies validating
these findings. Additionally, it would be beneficial to understand the long-term impacts of
nearshoring decisions as well as the long-term success of those decisions from a business

perspective.

In conclusion, nearshoring can offer strategic and operational benefits for the case company,
but its success depends on the ability of the company to connect nearshoring to its long-term
location strategy and the development of internal capabilities in robust analysis of cost, risk,
and know-how factors. The contribution of this study is the practical framework for
nearshoring decision-making, combining theoretical foundations research with the empirical
findings collected.
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Hybrid-seeking - Responsible supply chain
Hybrid-seeking - Sustainable supply chain
Hybrid-seeking - Manufacturing automation Level
Hybrid-seeking - Research and development (R&D)

Digitalization/Automation affecting the opportunity cost
of offshoring

Intellectual property rights management, complexin
developing contexts

Logistics costs, whose impact related to offshoring has
been neglected

Erosion of wage differentials w.r.t. Offshoring countries
Low labor productivity in offshoring countries

Lack of skilled workers in offshoring countries

Higher mark ups through higher quality products

Higher operational innovativeness, through easier
knowledge flows and lower transaction costs

Lower costs of production
Lower transportation costs
Higher proximity to markets




Motivations

Long term strategy

Supply base diversification

Tariffs

Sea freight disruptions

Geopolitical disruptions

Risk minimization

Limited own manufacturing capacity
SC reactivity to changed needs

Own manufacturing capabilities and
capacity utilization

Sustainability

Availability of recycled raw materials
New unknown product categories
Lead times

Forecast accuracy

Inventory levels

Partnering with suppliers
Proximity of supplier to support
innovation cooperation

LAnded cost

Automation in own manufacturing
Knowledge protection

Current partner relationships
Current supplier capabilities
Geographical differences in
capabilities

Investment costs

Scale fit with new suppliers
Costs

Internal capabilities
Internal resources

Change resistance in own
manufacturing

Labor costs

Capability & konwledge
clusters in host countries
Government support

Tariffs

Geopolitical factors

Appendix 2. Master table of the empirical findings from the research interviews

Change in consumer habits
Right timing for actions

Automation

Lead time Business case calculations
Total cost Inability to transfer higher unit
Global disruptions cost to consumer

Flexibility Volumes

Inventory levels Investment costs

Safety stock impact

Collaborative planning

Improved availahility

Supplier proximity/ sam time zone
Language skills

Interest rate impact to inventory value
Investment profit expectation
Inventory turnover

Global product codes

Sustainability

Own manufacturing competitiveness
Own manufacturing cost coverage

Tariffs

Proximity of supplier
English capability
Freight costs

Lead time

Inventory levels

SC disruptions

Road freight option
Sustainability
Total/Landed cost
Service improvement
ESG

Labor laws

Current supplier capabilities
Investment costs

Lacking processes

Micro location selection



Motivations

Sustainability

Lead time

Ability to invest

Correcting former mistakes in
offshoring

Proximity to sales market
ESG factors

Compliance with EU regulations
Quality of technology used
Competitive pricing

Landed cost

SC responsiveness

Product availability
Supporting local communities
Strategic locations creating
knowledge hubs

Total cost understanding
Willingness to invest in newer
technology

Change related costs

Cost of logistics
Quality

Rebate opportunities
Sustainability

SC transparency
Centralization of supply
Automation

Difference in scale compared
to suppliers

Investment costs
Complexity for automation

Losing business with changes
to packaging

Total landed cost

Freight rates

Taxes

Inventory reduce

Lead time

Improved cash flow

Innovation

Technology

Supplier understanding and familiarity
of product functionalities needed
Quality

Availability of recycled raw materials
Green energy sources
Sustainability

Automation

High volumes

Proximity to sales market

Speed to market

Supplier innovation

Lower IP risk

Geopolitical disruptions
Increased sourcing agility
Cultural differences and
communication challenges

Long term planning
uncertainty

Labor risks

Regulatory risks

Capacity issues

Expertise issues
Efficiencyin China
Governmental support in
China

Availability of mid-level
management & engineers to
support NPD, testing and
regulations

Insufficient product life cycle
management

Labor rates

Low volumes

Available skills
Implementing landed or total
cost thinking

Slow internal processes
Supplier responsiveness in
Europe/Latin America
Supplier resources available
Supplier willingness to invest
Payment terms

Labor risks

Regulatory risks
Capacity issues
Expertise issues

Raw material quality risk



Motivations

Landed cost

Transportation costs

Lead time

Closeness of the supplier to efficient
communication

Internal adaption of total/Inded cost
thinking

Volumes or MOQ

Raw material availahility

Internal capabilities

Seasonality of manufactured products Quoting with unfinished product

Reactivity to demand changes
Diversification of supply
Tariffs

Automation

spesifications with not enough detail
Too low cost expectations internally
Interanl cooperation and
communication

Low price targets

Freight costs
Productivity of own manufacturing

Cost of manufacturing
Willingness to pay in the home market

Consumer sediment-> Made in impact Availability of certain raw materials

Tariff mitigation

Lead time improvements

Inventory level

Closeness to point of sale
Sustainability initiatives

Quality

Incubent suppliers new geographical
opportunities

IP-risk mitigation

Automation in Europe/US

Internal qualification processes and
related switching costs

Internal resources available
Capabilities in outsourced country
Governmental support systems in
Asia

Local regulations in home countries

Tariff fluctuations

Increases in costs of wages

Capacity and manufacturing speed of
nearshoring factories

Lead time or shortages for
components to nearshoring company
Supplier relationships with new
suppliers compared to current 20 year
lasting relationships

Size of joint business

Lack of sourcing strategy
implementation
Maintaining supplier relationships
Automation increasing in Asia

Seasonality of companys business
SC flexibility

Reactivity to demand fluctuations
Increase the share ofown
manufacturing

Benefit from supplier capabilities in
fields where the company is not yet
specialised in

Lower inventory levels

Shorter lead times

Opportunity to provide something to

Requires internal resources and
capabilities from across functions
Special skills with current suppliers
Adequate volumes

Target costs

Costs and complexity related to
changing supplier

US manufacturing capabilities
Higher competition of supplier
resources in Europe

Internal silos

the market others aren't providing and Main driever for MoB decisions is

achieving competitive advantage
through this

Tariffs

Sustainability initiatives

SC transparency

Different supply models available
GM% improvements

Willingnes to pay

Innovation and guality

Proximity of new supplier

Better English capabilities in Europe
Engineering capabilities
Consistency in quality

Hybrid opportunities for
manufacturing, combining own

price which leads to sourcing from low
unit cost countries

Investments related and pay back
period in relation to product lifetime
Increasing cost levels in European
countries

Fast changes to business
environments globally
Costincreases
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Appendix 3. Empirical find
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