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Abstract 

Manufacturing Reshoring among Swedish Firms 

Negar Ghasemi Rad 

Due to the global nature of business, the dispersion of international 

geographical activities has increased and location decision-making 

has become a critical strategic decision for companies. Recent 

research, on the other hand, has begun to report on an opposite 

movement. Pandemics, dramatic weather disasters, political conflict, 

and cyber-attacks are all examples of shocks that can disrupt global 

value chains-based manufacturing.  

The reshoring of production is a hot topic in recent EU policy debates, 

both because of supply shortages due to the COVID-19 pandemic and 

because of geopolitical changes. Despite increasing attention to the 

manufacturing location, the lack of empirical studies on this 

phenomenon, especially to return activities to high-cost countries such 

as Sweden, is clearly visible. 

With a qualitative method, the purpose of this study is to create a 

deeper understanding of reshoring in the Swedish context. Focuses is 

mainly on the drivers and barriers, as well as a company's expectations 

of reshoring and their challenges to implementing the decision. 

Secondary data is in the form of literature review and related surveys  

to gain knowledge of the phenomenon. In addition, primary data were 

collected through semi-structured interviews with two Swedish 

manufacturing firms that decided to reshore. In this research, a 

deductive approach is used in which existing theories, mainly in the 

field of international business, are used to analyse empirical data. 

Secondary data cited labor costs in Sweden as one of the main 

offshore factors and the development of technologies such as 

automation, quality, and flexibility as reasons for the reshoring. In the 

primary data of this research, some other factors such as a focus on 

core competencies and using another country's experience/resources, 

as an offshore's reason besides social matters and having a 

sustainable strategy as a reshore's reasons were highlighted. 

Regarding expectation and challenges, awareness of problems such 

as decreasing company flexibility and increasing the lead time before 

offshore decisions by both companies, besides the perception of the 

challenges of implementing a reshore decision with an appropriate 

long-term plan to address them, reflects their comprehensive view of 

their strategic decision. 

Keywords: reshoring, manufacturing, reshoring drivers and barriers, 

reshoring trend in Sweden, Swedish firms’ expectations, offshoring, 

location advantages 
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1 Introduction 

 

The introductory section provides an overview of the globalized business environment that has 

resulted in the trends offshore, which later caused the reshoring phenomenon. The goal of this 

chapter is to provide background information on reshoring as well as prior research on the 

topic. The research gaps within this phenomenon are then used to create the problem statement 

and purpose, which lead to the thesis' research aims. Finally, the scope of this thesis will be 

discussed. 

 

Globalization began after the fall of the Berlin Wall, and interdependence between different 

economies and cultures increased (Titievskaia et al., 2020).  Due to advances in transportation 

and communication technology, interaction and integration between people, companies, and 

governments were accelerated. Observing changes in cross-border trade (in terms of volume 

and relative to gross domestic product) and global financial openness (in terms of cross-border 

capital flows and bank lending), one finds that global integration has slowed after the global 

financial crisis of 2007-2008, known as Slowbalization (Titievskaia et al., 2020). However, 

according to the International Monetary Fund (IMF), globalization should be studied from a 

broader perspective, including the flow of international data as well as the international 

physical movement of humans (migration) (IMF, 2000). 

Globalizing processes affect and are affected by business, economics, etc. Researchers study it 

from economics, cultural, and political aspects (Babones, 2008). The outbreak of the 

Coronavirus has led to a significant reduction in cross-border movement, and the shrinking of 

the global economy has caused some researcher to proclaim both the start of Deglobalization 

(Titievskaia et al., 2020) and a high risk of global economic depression (Kim et al., 2020). 

Deglobalization is the opposite process of globalization and researchers believe that trade 

imbalance, political pressure, high unemployment, and international trade tensions are among 

the drivers (Kim et al., 2020). 

After presenting the changing forces on a macro level as a background, the discussion would 

turn to the effects on companies and their supply network. Due to the global nature of business, 

the dispersion of international geographical activities have increased and the location of 

manufacturing has become a critical strategic decision for a company (Meijboom and Voordijk, 

2003). The literature seems to agree on the existence of three main factors or manufacturing 

site-selection strategies, which are market, resource and efficiency seeking. These factors were 

mentioned earlier by Dunning from the international business area (Dunning, 1988) (Meijboom 

and Voordijk,2003) (Ellram et al.2013) (Johansson and Olhager, 2018b). However, due to 

increased global competition, many cited the cost relative factor as the main one, which led 

many companies in developed countries, (generally Western), to relocate their production to 

Asia and Eastern Europe (Di Mauro et al., 2018) (Heikkilä et al., 2018) (Ellram et al.2013) 

(Johansson and Olhager, 2018a) (Engström et al., 2018) (Stentoft et al., 2018) (Nujen et al., 

2018). 
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Recent research on the other hand, has begun to report on the opposite movement, and 

particular attention has been paid to nearshoring or reshoring. (Ellram et al., 2013) (Johansson 

and Olhager, 2018a) (Johansson and Olhager, 2018b) (Heikkilä et al., 2018) (Nujen et al., 

2018). Reversing a previous offshoring decision and bringing the production activities back to 

the home countries, is often referred to as reshoring, although other terms have been used (e.g., 

backshoring, inshoring, onshoring, homeshoring, rightshoring). In order to address the question, 

"Why do companies reshore?", It is important to analyse the initial motives for offshoring, 

some of which were mentioned above. The phenomenon of reshoring, due to the creation of 

new job opportunities and the revival of the manufacturing industry, has also been increasingly 

considered by policymakers in developed countries (Stentoft et al., 2016) 

1.1 Problem description 

Pandemics, dramatic weather disasters, political conflict, and cyber-attacks are all examples of 

shocks that can disrupt global value chain-based manufacturing. The risk of supply disruption 

is very serious. Interruptions can reduce companies' profits by increasing costs for recovery 

processes and reducing revenue due to lost sales (Ellram et al., 2013). Since the reshoring of 

production is a hot topic in recent EU policy debates because of both supply shortages due to 

the COVID-19 pandemic, and because of the secular shift in the international order towards a 

geopolitical struggle between the United States and China (Raza et al., 2021), this thesis work 

tries to look at reshoring phenomena again. 

In 2014, Fratocchi for future research on manufacturing relocation, suggested that the 

advantages and disadvantages of home and foreign locations be addressed (Fratocchi et al., 

2014). In addition, despite increasing attention to manufacturing location, the lack of empirical 

studies on this phenomenon is clearly visible, especially in return activities to high-cost 

countries such as Sweden. 

1.2 Purpose  

Due to the lack of empirical studies on the phenomenon of reshoring, especially for high-cost 

countries such as Sweden, this work seeks a qualitative approach to create a deeper 

understanding of reshoring in a Swedish context. 

1.3 Scope and research aims  

Reshoring is a trend observed especially in the United States where more and more companies 

choose to bring home manufacturing (Ellram et al., 2013) (Tate et al., 2014). Furthermore, 

research from countries such as Denmark and Germany, highlighted increasing levels of 

reshoring in the future (Arlbjørn and Mikkelsen, 2014) (Kinkel, 2012).  

Offshoring and reshoring manufacturing studies have been conducted by considering specific 

national contexts like Denmark, Germany, and the United States. Therefore, companies need 

to pay more attention to certain issues based on national contexts for their strategic decisions, 

such as reshoring.  

In this paper, in order to deal with reshoring, a clear definition of reshoring will be provided, 

then the issue will be reviewed based on theoretical arguments, and finally, considering the 

Swedish context, drivers and barriers will be identified and classified. 
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1. Identifying the drivers and barriers of reshoring in the Swedish context. 

Thereafter addressing whether reshoring is a trend in Sweden, and the perspective of Swedish 

companies, interviews with two Swedish companies will be conducted to gain a deeper 

understanding of the expectations and challenges of this issue. 

2. Identifying the expectations and challenges of reshoring by interviewing two Swedish 

companies. 
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2 Study design and methodology 

 

The purpose of this chapter is to introduce the author's approach to the phenomenon of 

reshoring, to explain the study design and methodology. In addition, this study describes how 

the study is practically conducted, how companies are selected, and how data is collected. The 

intention is to help the reader draw conclusions about the quality of the research and to 

facilitate a critical examination of the material produced. 

 

2.1 Research Philosophy 

In this study, by conducting empirical studies, the intent is to gain a deeper understanding of 

the phenomenon of reshoring in the Swedish context. Business research is rooted in social 

sciences such as sociology and economics.  

An ontology is a theory that deals with the nature of social reality, Constructionism and 

objectivism are two perspectives that explain different orientations in the ontology (Bell et al., 

2019). Constructionism is an ontological approach to explaining the nature of social things as 

organizations, in which the stance sees nature as constantly being revised by social interactions 

and social actors, rather than being predetermined (Bell et al., 2019). Whereas ontological 

objectivism considers social entities as a reality outside of social actors (Bell et al., 2019). 

Constructionism is the chosen ontological position based on the research objective, which is to 

create a deeper understanding of the reshoring phenomena. This philosophy will aid in 

interpreting and researching the problem by considering social actors and their ever-changing 

behaviour, and to comprehend the extent to which actors within manufacturing organizations' 

behaviour are able to change and are not pre-determined by nature. 

Knowledge and how it should be perceived are the subject of epistemological considerations 

(Bell et al., 2019). It is divided into two basic philosophies: positivism, which relies specifically 

on scientific evidence, and interpretivism, which involves researchers' interpreting (Bell et al., 

2019). The interpretivism approach attempts to preserve a comprehensive picture of the 

research problem (Bell et al., 2019).  In order to understand and interpret the possible reshoring 

tendency, interpretivism aspect of epistemology seems to be an appropriate choice for this 

study. Only through the interpretation of empirical data can a better understanding of the 

subject be gained. This implies that respondents' views need to be interpreted. This approach 

is also appropriate for conducting qualitative interviews of social actors within organizations 

to gain a better understanding of their perspective and the context in which they operate.  

2.2 Research approach 

In this research, a deductive approach is used in which the existing theories, mostly from the 

field of international business, will be used to analyse the empirical data. The deductive 

approach entails utilizing existing ideas to draw conclusions about specific events (Bell et al., 

2019).  Another alternative is an inductive approach that focuses on the discovery it is based 

on, and the researcher inevitably influences the result of his or her ideas (Bell et al., 2019).  The 

strength of the deductive approach is objectivity, and the risk of the researcher's personal views 

will be less due to the use of existing theory (Bell et al., 2019). In this study, it is assumed that 

the deductive approach will be very useful in interpreting the factors that explain the possibility 



 

5 
 

of reshoring tendency in the Swedish context. In the absence of a known model or theory for 

reshoring, as will be described in the selecting theories section, most researchers have used 

existing theories of offshoring to explain the main motives and barriers. 

2.3 Research design 

This study will be done with a qualitative method and the issue will be investigated by using 

secondary and primary data. "Literature review" and "interview" will be the methods of data 

collection in this thesis. 

Research design alternatives for studying strategic decisions of companies are quantitative and 

qualitative. Both methods provide a deeper understanding of society, as well as how individuals 

and groups act and interact (Bell et al., 2019). The choice of method should be according to the 

purpose and objective of the research. The qualitative method allows you to examine concepts 

and experiences, providing an overview of the situation and context as well as the possibility 

of interpretation of the data (Bell et al., 2019). You can use the quantitative method to measure 

variables and test hypotheses (Bell et al., 2019). Since the qualitative method provides a deeper 

knowledge of the strategic, economic, and behavioural motivations of businesses, it is more 

relevant to the purpose of this study, which is to gain a better understanding of the possible 

reshoring tendency in Sweden.  

The secondary data will be in the form of a literature review and relevant statistical research, 

in order to create an understanding of the subject. Further, the primary data will be collected 

through interviews, for in-depth analysis and to obtain unique content for this thesis. Purposive 

sampling will be applied by selecting companies that have experienced reshoring or decided to 

do so in recent years, as they will have more information to share. For this purpose, interviews 

with experts will be conducted to gain a deeper and broader knowledge of reshoring to Sweden. 

2.4 Research strategy 

A review of the literature addresses what is already known about the subject and the theories 

that have been applied to it (Bell et al., 2019). 

2.4.1 Eligibility criteria 

Information and data collected by others are secondary sources, the researcher analyzes the 

information for a different purpose. As a result, understanding the content and identifying 

critical factors is crucial in various studies (Bell et al., 2019). Therefore, this has played a key 

role in finding related articles and studies in this research. Uppsala University Library’s article 

databases and Google Scholar were used as search engines. Journal of Purchasing and Supply 

Management, International Business Review, Journal of Supply Chain Management and 

International Business Studies are among the scientific journals that have been used and are 

scientific publications from the fields of business and economics. A combination of different 

keywords were then searched to find related articles. like “offshoring”, “reshoring”, “location 

advantages”, etc. 

The most cited authors in the field of reshoring were found because of a wide search. Then, by 

adding more keywords, the results were narrowed down, so the most relevant research studies 

were obtained.  By combining keywords with the authors, a more comprehensive 

understanding of the subject was gained. Furthermore, in this work, returning to the original 

source has been one of the main concerns. In addition, several articles were identified through 
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the reference list of other scientific articles. This method was very important to find the original 

source and minimize any misinterpretation of them. The book “Business Research Methods” 

(Bell et al., 2019) helps to better understand many methodological options such as research 

philosophy, approach, and appropriate data collection methods. 

2.4.2 Source criticism 

When selecting secondary data, it is difficult to ensure their validity, so source criticism is used 

to demonstrate the reliability of resources. Depending on the "neutrality" of the researcher, the 

credibility and honesty of different sources may vary substantially (Bell et al., 2019). Therefore, 

materials can have different qualities, but if the researcher is aware of the limitations, the 

validity of the study will increase (Bell et al., 2019). In order to prove the validity of the sources 

of this study, the sources have been evaluated with three criteria of: authenticity, independence 

and freshness requirements.  

The condition of authenticity means that the source must be what it pretends to be, in other 

words, valid (Bell et al., 2019). The theoretical framework is mainly based on scientific articles 

that have been reviewed by other researchers in systematic review studies and have a scientific 

standard. Examples of materials that have not been audited and do not meet scientific standards 

are the reports of Svenskt Näringsliv (Svenskt Näringsliv, 2013a) (Svenskt Näringsliv, 2013b) 

(Svenskt Näringsliv, 2020). These have been selected due to the lack of survey research, which 

covers a wider range of Swedish companies on the reshoring phenomenon. However, due to 

the history of the organization, it can be considered as data with high authenticity.  

The criterion of independence means that the value of a resource can be determined by finding 

the source of the data and the facts obtained. In other words, resources should be as primitive 

as possible to ensure their accuracy and relevance as well as, be independent of the 

interpretations of other writers and scholars (Bell et al., 2019). In explaining the theories, 

attempts have been made to use primary sources as much as possible like Dunning from 1979 

in explanation of eclectic paradigm. 

The need for freshness means that a newer resource is generally considered better than an older 

resource. But this is not always the case, so the author must be aware and cautious about it 

(Bell et al., 2019). For example, the sources used for the theories have proven their acceptability 

and validity in several recent systematic literature reviews, but their primary sources have been 

used for better understanding of the essence of the theories. 

2.4.3  Sample selection of companies and respondents 

Describing the selection of companies, it should be said that the selection was based on three 

main criteria. The company was to be (1) founded in Sweden, (2) engaging in foreign activities, 

and (3), in recent years, had made the decision to reshore. The first condition is due to the focus 

of this study on Sweden. The second condition is based on the definition of the phenomenon 

of reshore, which is to engage in activities abroad. The third condition is due to the proximity 

to the decision and having information and concerns close to the time of the interview and the 

current situation of Sweden. 

The remaining companies were unknown after the third criterion, as there are no statistics or 

information on manufacturing companies in Sweden that have international operations or are 

reshoring home. So, this was done mainly by searching the pages of news and newspapers, and 

the result was four companies. Purposively sampling enables the researcher to select based on 
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his / her own judgment so that he / she can achieve the research aims (Bell et al., 2019). 

Therefore, by direct contact with the companies, by phone or e-mail, two companies were 

selected from among them to answer questions related to the purpose of the research.  

In the search for respondents, the companies' headquarters were contacted first, the purpose of 

the research and the type of questions were explained, in order to be guided to the right person 

for the interview. Managers in the executive, production marketing, and supply chain 

departments were contacted. The goal was to reach higher managers to increase detail and have 

a more integrated view of the subject. Setting the time was difficult due to the involvement of 

both companies in the implementation of the reshoring activities, and the busy schedule of 

individuals. Fortunately, due to the interviews with the Chief Financial Officer (CFO) and 

Chief Executive Officer (CEO) of company A, and with the project leader of "Made in Sweden" 

and the CEO of company B, it can be said that the required details were provided and the 

purpose of the research was achieved. 

2.4.4 Interview guide design 

Qualitative interviews can be conducted in a structured, semi-structured or unstructured 

manner (Bell et al., 2019). The interviews in this study were semi-structured, with questions to 

be answered as well as a space to give respondents the opportunity to describe their own 

experiences (Bell et al., 2019). This can provide more details for the researcher and help deepen 

understanding.  Interview questions are recommended to be short, simple, and have a structured 

order of the subject (Bell et al., 2019). The questions are written based on the theories and 

factors of the literature review that form the basis of offshoring and reshoring motivations. For 

interviewing companies, first an explanation of the thesis, the purpose of it, and an explanation 

of words such as reshore accordingly was provided. First, the importance of companies' 

experiences for research and the usefulness of the result for future decisions of the company or 

other companies were explained, then questions were asked to get to know companies better, 

such as their primary market or their production mode. Afterward, to identify the motivations 

and barriers, the main reason for offshoring, the risks of offshoring, and reshoring decision 

motivations were addressed. Finally, they were asked about the challenges of implementing 

the reshore decision and their views on the possibility of the trend of reshoring to Sweden. 

2.5 Limitation and Delimitations 

Conducting an interview and having a qualitative approach has its own limitations, especially 

given the current situation which, due to the corona pandemic, makes the possibility of a face-

to-face interview very low. In addition, due to the confidentiality of the data, there were limited 

(accurate) references to some company information in the thesis. Moreover, interviews will 

conduct in English not in Swedish which is the mother language of the country. 
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3 Literature review 

 

The literature review is organized to look at the phenomenon of "reshoring" from a theoretical 

perspective, and it summarizes the relevant literature on the subjects in relation to the research 

aims. Since this topic has been discussed under different names and areas in the articles 

reviewed, this chapter will begin by scanning the definitions in the articles and then providing 

a clear definition of reshoring. Afterwards, the subject will be reviewed based on theoretical 

arguments and finally drivers and barriers will be identified and classified. 

 

Globalization has affected competition in business in recent decades, and many companies 

have offshored due to increasing pressure to improve efficiency and competitiveness 

(Wiesmann et al., 2017). In the disciplines of International Business (IB) and Supply Chain 

Management (SCM), production location decisions are one of the most controversial topics. 

Many companies nowadays are thinking about reshoring the manufacturing activities which 

were offshored. Several years ago, some researchers claimed that this trend has been started in 

the United States (Ellram et al., 2013) (Tate et al., 2014). General Electric, Apple, Google, and 

Ford are some of the examples. This phenomenon is still new, but it can be expected that the 

number of companies in western countries which are reshoring will be increased (Heikkilä et 

al., 2018) (Wiesmann et al., 2017). Because reshoring is a relatively new phenomenon, the 

chapter begins by defining reshoring.  

3.1 Definition of reshoring  

It seems that there is no common definition of reshoring in literature, in fact, many articles do 

not specifically define this phrase. However, reshoring is more often used as a location decision, 

describing the return of activities that were once offshored to their previous location. Though, 

the destination of the reshoring is not always described as the same place. For example, (Ellram 

et al., 2013) refer to it as a return to the parent company. While (Tate et al., 2014) refer to 

"homeshoring" as the return of production to the firm's home country and the "nearshoring" as 

the return of production to a country near to the home country. Even in some articles, the 

concept of reshoring and insourcing is used interchangeably (Arlbjørn and Mikkelsen, 2014). 

But according to (Gary et al., 2013), reshoring is a location decision regardless of ownership 

status, and more recently this distinction has been clearly considered in the literature. He also 

stressed the importance of looking at reshoring as a return to the previous offshoring decision 

rather than separately. Therefore, it may be better to define the Offshoring phenomenon first. 

Offshoring, as Mihalache and Mihalache defines it, refers to “the assignment of business 

activities to locations outside a firm’s national borders in order to support existing business 

operations” (Mihalache and Mihalache, 2016). However, in addition to reshoring, there are 

other alternatives for relocating of what has been offshored, such as nearshoring or further 

offshoring (Fratocchi et al., 2014) (Tate et al., 2014). 

In this thesis, reshoring will be defined as moving manufacturing activities back to their home 

country, regardless of ownership (either insourcing or outsourcing) and regardless of their 

degree (whether partial or fully). 
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Research has also been done on the similarity of patterns among different types of companies 

that have reshored, such as companies' size, industry, and earlier experience. In different studies, 

the findings differ about the size of the company. In (Barbieri et al., 2018) authors point out 

that most of this research is concentrated in one country, and the differences in their findings 

may be influenced by the economic characteristics of these countries. In general, reshoring 

seems to happen for companies large and small (both). In the case of industry, reshoring 

strategies have been implemented in a wide range of manufacturing sectors, according to the 

literature. But due to the lack of quantitative research on how industry-specific features affect 

the firm's willingness to reshore, no definitive conclusion can be drawn. In (Barbieri et al., 

2018) authors explain that the lower frequency of such strategic decisions in some industries 

(such as pharmaceuticals) might be due to the high investment required. In addition, Kinkel 

points to learning issues and the positive impact of previous experiences on the likelihood of 

future similar reshoring decisions (Kinkel, 2012).  

3.2 Theoretical frameworks 

According to a systematic literature review of (Barbieri et al., 2018), the interest of scientists 

in the subject of reshoring has increased significantly since 2013. To examine manufacturing 

reshoring a stable foundation, consisting of a theoretical framework, is needed. Manufacturing 

relocation has been studied with different theories, and although they are commonly studied 

from the perspective of operations management, theoretical lenses are often borrowed from the 

international business area. Due to the lack of theory on reshoring, the selection of frameworks 

is based on offshoring. Since many studies have noted the relationship between the primary 

reasons for offshoring for reshoring review, the use of offshoring frameworks seems reasonable. 

On the other hand, if offshoring has not been done, according to the definition provided, 

reshoring is not considered. However, it should be borne in mind that the reasons for offshoring 

may not be the same as the reasons for the reshoring, and other factors are certainly involved 

in this decision. The three most widely used theories to study reshoring based on systematic 

literature reviews are Dunning’s eclectic paradigm, transaction cost economics (TCE), and 

resource-based view (RBV) (Wiesmann et al., 2017) (Barbieri et al., 2018). By reviewing 

offshoring articles and literature, several repetitive factors can be identified such as cost, 

location, resources, cultural differences, and core competencies, which are well covered by 

these three main theories.  

Alternative methods of organizing transactions that minimize transaction costs are referred to 

as transaction cost economics (Williamson, 1979). As Williamson explained, transaction costs 

are the costs of running a firm’s economic system. According to the transaction cost theory, 

the best organizational structure is one that maximizes economic efficiency while minimizing 

exchange costs. He believed that there should be a clear difference between transaction costs 

and production costs. By comparing transaction costs with production costs, a decision maker 

can decide whether to use the company structure or market resources. So, it's the make-or-buy 

decision and concerns when the firm should conduct the activity internally within the firms' 

boundaries, and when the firm should outsource production.  

Indirect production costs can be explained as transaction costs. As Roza and her colleagues 

explained in 2011, opportunism and uncertainty are key features of transaction cost theory. 

Due to uncertainty, costs usually increase with internationalization processes. The authors of 

this article also note that invisible costs such as communication costs exist in addition to direct 

costs such as total labor costs, which should be taken into account (Roza et al., 2011). In 2013, 



 

10 
 

Gray referred to them as hidden costs and organizations learn to properly value these hidden 

costs by doing them (Gray et al., 2013).  

The resource-based view (RBV) is also a theory that explains make-or-buy decisions, similar 

to TCE. In this theory, if the company does not have the needed resources on hand, valuable, 

rare, inimitable, and non-substitutable resources can be sourced from other locations to gain 

competitive advantages (Mihalache and Mihalache, 2016). So, both theories are concerned 

with the make-or-buy decision and have influenced the study of outsourcing and offshoring, 

but from different perspectives. For such decisions, one with a cost perspective and the other 

with a search for competitive advantage can be considered complementary (McIvor, 2009). 

Besides RBV and TCE, internalization theory can be mentioned as a way for explaining the 

external activities related to multinational enterprises (MNEs). This theory can be connected 

to both of those previous theories in dealing with conditions, that is, in which situation firms 

should do the activities internally and in which situation it should be outsourcing the production. 

However, these theories offer only part of the explanation for reshoring, because they focus 

more on the ownership aspect than on the location aspect.  

And last but not least, the eclectic paradigm which is also referred to as the OLI framework is 

a theory in economics that Dunning published based on the internalization theory (Dunning, 

1979). OLI in order stands for; ownership advantages, location advantages, and internalization 

advantages. Ownership advantages can also be seen as competitive advantages from intangible 

assets, such as economies of scale, patent rights, etc, that belong to the firm.  

Location advantage requires performing specific tasks in a particular country, and companies 

must evaluate its comparative advantage. They are focusing on the geographic advantages of 

the host countries, but also can include low-cost labor, lower taxes, etc. They are often external 

to the firm, require a partnership with a foreign investor, and are categorized into four 

advantage groups of: resource seeking (e.g., access to raw material), market seeking (e.g., 

access to domestic markets or local suppliers), efficiency seeking (e.g., production with low 

cost) and strategic asset seeking (e.g., knowledge related asset) (Dunning, 1979). 

Finally, if it is beneficial for the company, internalization advantages are used to include 

ownership advantages in the internal value-adding instead of selling or licensing to a third party 

(Dunning, 1979). In this theory, three categories of advantages are assumed to be unequally 

distributed among countries, industries, or companies. It also considers that there is a dynamic 

interaction between them that changes over time, and as a result, changes the MNE's optimal 

configuration.  The OLI framework focuses on foreign activities and enterprises which is useful 

for studying offshore activities; but since it is considering advantages and situations for 

manufacturing relocation and looking at consequences of these changes that identify the 

optimal configuration of the MNE, it has been used for studying reshoring as well (Ellram et 

al., 2013). 

3.3 Driver and barriers of reshoring 

The motivation to reshore in the literature has been classified and analysed with different 

approaches. One of these classifications examines motivations in homogeneous groups such as 

risks, costs, and quality (Ellram et al., 2013). Another classification examines the strategic goal 

of the company and the dominant and influential factors on decision making at different levels 

(internal or external environment to the company) (Fratocchi et al.,2016). By researching and 

addressing theories, one can almost understand the drivers and barriers of reshoring. However, 
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the purpose of this thesis is to focus on the home country, Sweden, and as Fratocchi pointed 

out, reshoring can be stimulated by changes in the characteristics of the host country or home 

country (Fratocchi et al., 2014). Here, using a combination of these theories, the classification 

of drivers and barriers based on the host country and the home country are given. In addition, 

attempts are made to include social and political factors, as the phenomenon of reshoring in the 

United States seems to have been closely related to these factors (Tate, 2014). 

3.3.1 Global environment  

Global environmental factors are a wide range of variables that are compared when deciding 

on a location of international manufacturing, and which are constantly changing and relatively 

unpredictable. They can be divided into two categories: changes in the global economy and 

political risks.  

The global economy category refers to the current global economic cycle with concern to 

recession or inflation and so on. It also addresses exchange rate volatility, which can turn 

favourable factors in favour of a particular location into undesirable or ineffective factors. In 

addition, it erodes comparative benefits due to changing economic differences between 

countries (minimum wage) or due to competition over assets and resources in low-cost 

countries (Ellram et al., 2013) (Tate et al., 2014) (Wiesmann et al., 2017) (Engström et al., 

2018). The global political category includes risks to trade flows and access to critical raw 

materials that can be serious and unexpected (Ellram et al., 2013) (Tate et al., 2014) (Wiesmann 

et al., 2017) (Engström et al., 2018).  

But there are still huge economic differences between different regions of the world, as well as 

the fact that access to resources is not evenly distributed everywhere and can be one of the 

barriers that must be considered.  

3.3.2 Home country  

One of the most important drivers to reshore to countries where labor costs are high, is the 

recent development in technology and the possibility of using a higher degree of automation in 

production, which ultimately reduces the importance of labor costs (Arlbjørn and Mikkelsen, 

2014) (Stentoft et al., 2016) (Tate et al., 2014) (Wiesmann et al., 2017) (Engström et al., 2018). 

Furthermore, the implementation of automation in production increases the capacity of 

production (Ellram et al., 2013) (Gray et al., 2013) (Engström et al., 2018). Of course, the 

possibility of implementing it according to the industry and the possibility of investment by the 

company should also be considered.  

Socially, due to the possibility of creating jobs and supporting the country's economy by 

reshoring, it affects domestic customers (Engström et al., 2018) (Wiesmann et al., 2017). In 

addition, due to the increasing attention of customers in most parts of the world to sustainability 

concerns, appropriate social and economic regulations will have a social advantage for the 

companies (Engström et al., 2018) (Ellram et al., 2013) (Gray et al., 2013) (Wiesmann et al., 

2017). Branding and using the name of the origin country can affect the consumer's perception 

of the product (Wiesmann et al., 2017) (Engström et al., 2018).   

The domestic policy, due to its impact on subsidies, tax breaks, and other forms of government 

support, are effective in encouraging companies to return home and can be cited as drivers 

(Ellram et al., 2013) (Stentoft et al., 2016) (Tate et al., 2014) (Wiesmann et al., 2017) (Engström 

et al., 2018).   
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However, strict environmental laws (Ellram et al., 2013) (Gray et al., 2013) (Wiesmann et al., 

2017), shortages of raw materials or skilled labor in the home country, as well as the difficulty 

of adjusting labor costs based on demand due to labor market inflexibility can be barriers to 

return, which are highly dependent on the home country (Wiesmann et al., 2017).  

3.3.3 Host country  

Apart from labor costs, which is mentioned as the main reason for offshoring in many articles, 

other reasons such as access to the host country market, access to raw materials and the use of 

employee competencies and production facilities are also identified, that would be lost or 

endangered upon reshoring. These are referred to as barriers to reshore (Ellram et al., 2013) 

(Wiesmann et al., 2017) (Engström et al., 2018).  

One should bear in mind though, that economic expectations may not be met. The economic 

expectations that companies have by offshoring may decrease or disappear as the market 

becomes saturated with companies competing for the same resources, or due to an increase in 

transaction costs (Kinkel, 2012) (Wiesmann et al., 2017) (Engström et al., 2018). Besides that, 

quality issues in the host country are among the drivers for reshoring, which are related to a 

wide range of factors such as product and infrastructure (Arlbjørn and Mikkelsen., 2014) (Tate 

et al., 2014) (Wiesmann et al., 2017) (Engström et al., 2018).   

Numerous risks have been identified with offshoring including intellectual property, natural 

disaster issues such as earthquakes, and failure to comply with agreements because of the poor 

regulatory system in the host country (Ellram et al., 2013) (Stentoft et al., 2016) (Tate et al., 

2014) (Wiesmann et al., 2017) (Engström et al., 2018). In the labor market, due to low wages 

and low levels of employee trust and interaction, problems have been reported by companies 

that have led them to reshore as well (Kinkel, 2012) (Engström et al., 2018).   

3.3.4 Supply chain  

The next category is the supply chain itself, which includes the flow of information and goods. 

As it becomes more complex and expanded, it becomes much more difficult to manage, that is, 

it’s inflexibility and lead time also increase (Gray et al., 2013) (Kinkel, 2012) (Tate, 2014) 

(Tate et al., 2014) (Wiesmann et al., 2017) (Engström et al., 2018). Physical and mental 

distance have been mentioned in this regard, which has a negative impact on innovation, 

research and development (Arlbjørn and Mikkelsen, 2014) (Stentoft et al., 2016) (Tate, 2014) 

(Wiesmann et al., 2017) (Engström et al., 2018). In addition, due to the increasing demand for 

customization and related services, the distance between production and service provider, as 

well as the mismatch between production volume and demand, can affect customer satisfaction 

(Stentoft et al., 2016) (Wiesmann et al., 2017) (Engström et al., 2018). Dependability and 

efficiency issues also require more supply chain monitoring. Supply chain dimensions are often 

underestimated or ignored in the relocation decisions. Thus, innovation decreases but customer 

dissatisfaction, shipment, coordination costs, logistics costs, and disruption risks might 

increase (Arlbjørn and Mikkelsen, 2014) (Ellram et al., 2013) (Gray et al.,2013) (Wiesmann et 

al., 2017) (Engström et al., 2018).  

3.3.5 Company  

After examining the external factors, it is the turn of the internal factors of the company. In this 

category there are more barriers than drivers unlike other categories. To decide on a location 

of manufacturing, the potential risks must be in balance with the expected result. This decision 
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requires a long-term plan to examine sales, marketing, cultural differences, and labor issues in 

the host country. And making mistakes in examining or missing these issues is the main reason 

for the decision to reshore (Wiesmann et al., 2017) (Engström et al., 2018).  

Barriers to reshoring include high initial cost of reshoring, lack of sufficient information for 

this decision, lack of manpower and competencies at home, lack of communication in business, 

and an immature process that leads to quick decisions (Arlbjørn and Mikkelsen, 2014) 

(Wiesmann et al., 2017) (Engström et al., 2018).  

3.4 Swedish firms Perspective 

In terms of Sweden two surveys in different years were conducted which help to understand 

Swedish firms’ perspectives. The (Svenskt Näringsliv, 2013a) (Svenskt Näringsliv, 2013b) has 

prepared two reports in 2013 based on a survey. In the first, the data shows that costs and 

quality were the main factors of relocating for 51% of the 4545 participating companies. After 

these two, cultural differences and communication problems such as language were also 

mentioned by many of the participants. As drivers to reshoring, in the second report, 

development in technology, quality, and Intellectual property were mentioned. 

Johansson and Olhager, who conducted a survey among Swedish companies between 2010 and 

2015, also concluded that the main factor in offshoring is labor costs in Sweden, and that more 

complex productions usually reshore. Therefore, companies consider Sweden to be a house 

with better equipment than the offshore countries (Johansson and Olhager, 2018a). It can be 

said that automation can greatly compensate for the high cost of labor and is one of the 

important drivers for reshoring to Sweden. In addition, Sweden is considered as an innovative 

country, thus proximity to the Research and development (R&D) sector which ultimately 

contribute to the company's flexibility, along with improving quality and lead time, are other 

drivers (Johansson and Olhager, 2018a). Moreover, as explained above, production in Sweden 

from a social perspective will also be an advantage due to its proper social and economic 

regulations.  

The results of Johansson's survey highlighted that from a geographical perspective, first 

Eastern Europe (with 36.8%), then Western Europe (with 19.6%), China (with 18.8%), and 

Nordic (with 6.0%) were the most desirable regions for offshoring among Swedish companies. 

However, for reshoring, Western Europe (with 38.4%), Nordic (with 28.3%), China (with 

11.1%), and Eastern Europe (with 9.1%) were the top regions, although there were other 

regions, that are placed in one category due to their low percentage. These are the results of 

373 Swedish companies that took part in the survey (Johansson and Olhager, 2018a). To make 

it easier for the reader, this issue is shown in Figure 1 because of its importance. These desirable 

regions provide an understanding of the motivations and barriers to relocation decisions by 

examining the host and home country. 
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Figure 1- Geographical perspective of offshoring/ reshoring of Swedish companies 

 

3.5 Reshoring trend in Sweden  

Many reports especially before 2013 believed that although many Swedish companies decided 

to reshore, the percentage was low compared to companies that still do offshoring. They 

thought that reshoring was not yet a trend in Sweden (Svenskt Näring, 2013a).  

After 2-3 years, some reports claimed that reshoring is a trend now (Svensk Industriförening, 

2015) (Unionen, 2016). In 2015 Svensk Industriförening claimed that reshoring in Sweden is 

a trend because more people judge that manufacturing will return home rather than moving out.   

Johansson in 2018 published an article regarding a case study about offshoring and reshoring 

in Sweden. They sent a survey to 1375 manufacturing firms between 2010 until 2015. From 

the 373 companies who answered, some of them had experience of both offshoring and 

reshoring projects, some of them relocated their manufacturing only in one direction and some 

reported that they have stayed home during those five years. In this survey, 82 companies did 

offshore, 48 did reshore and 51 firms had a bidirectional movement (Johansson and Olhager, 

2018a).   

Svenskt Näringsliv in 2020 sent a survey to its members’ firms mainly regarding effects of the 

Covid-19 pandemic on them and their actions. 1753 companies in all sizes and all sectors 

participated in this survey. The results showed that although the number of companies that 

decided to reshore (Sweden) is low, the majority of them faced difficulties such as extended 

delivery time, shortage of goods and sources (Svenskt Näringsliv, 2020).   

Based on these articles, as well as considering the number of articles available on drives and 

barriers for reshoring (indicating that the topic is hot); it can be said that reshoring is a trend in 

Sweden because even though the companies do not move back home, they will certainly rethink 

about it and do more investigation regarding their location decisions.  
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4 Empirical findings 

  

This chapter presents the empirical findings of case companies from qualitative interviews and 

documents. This chapter is structured in such a way that it begins with an overview of the two 

companies and continues with a description of each of the case companies and then identifies 

the motivations and barriers of their reshoring decisions. Finally, efforts are being made to 

cover their challenges and their opinion about the trend of reshoring to Sweden. 

 

4.1 An overview of Case Companies  

In order to consider the confidential aspects of companies, they are introduced anonymously, 

and therefore limited information is shared which is relevant to the goal of this thesis. Both 

companies are founded in Sweden and have recently decided to reshore production / 

manufacturing and value-added activities to the country.  

 Table 1- Overview of case companies 

  Case A Case B 

Type of industry Construction Products & 

Equipment 

Optic chain 

Main Market Nordic region Nordic region 

Employees < 50 2,500  

Reshoring from United States China 

Turnover (*1000 SEK, 2019) ⁓ 40,000 ⁓ 4,000,000 

Approximate investment 

required for reshoring 

SEK 80 million SEK 250 million 

  

According to the EU definition, the size of companies is described in the following order; a 

small company with less than 50 employees and less than € 10 million in Turnover and, a 

medium-sized company with less than 250 employees and less than € 50 million in Turnover 

(European Commission, 2016). Therefore, by definition, the size of the selected companies is 

small for company A and large for company B. However, as mentioned in the literature review, 

different results have been obtained in different articles, which were examining the size of 

companies to find a pattern among those that were reshoring, and this is beyond the scope of 

this thesis. 

For interviewing companies, first an explanation of the thesis, the purpose of it, and an 

explanation of words such as reshore accordingly was provided.  

First, the importance of companies' experiences for research, and the usefulness of the result 

for future decisions of the company or other companies were explained, then questions were 

asked to get to know companies better, such as their primary market or their production mode. 
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Afterward, to identify the motivations and barriers, the main reason for offshoring, the risks of 

offshoring, and reshoring decision motivations were addressed. Finally, they were asked about 

the challenges of implementing the reshore decision and their views on the possibility of the 

trend of reshoring to Sweden. 

4.2 Case company A 

Company A was founded in the 21st century as a result of several years of leading research in 

the laboratory of a Swedish academic center. Several years of pioneering research have led to 

a series of unique patent portfolios that have given the company a leading position worldwide. 

The company's products currently are marketed in the Nordic countries and mainly in Sweden, 

but it’s target is in global markets. The company's products were produced in such a way that 

the initial part was produced in the United States and the production process was continued 

inside Sweden. But now they have decided to expand their plant in Sweden so the production 

process can take place entirely in Sweden.  

4.2.1 Drivers and barriers of case company A 

The main reason for this decision was problems in quality. The initial part of production in the 

United States was outsourced. Because of the very high quality required, company A could not 

find any supplier in the market, therefore they decided to invest in producing it insource and 

by expanding their current plant at home. 

In fact, the company's initial idea was not to invest heavily in its manufacturing, but to focus 

on its core. Therefore, part of the production was offshored to the United States, although it 

was assumed that the US supplier could do it with the right quality. This offshoring was done 

in 2017, but after two years, due to quality problems, the decision was made to reshore and 

invest in the company’s own manufacturing to improve performance. 

In addition to quality problems, which often resulted in high supply chain costs due to the need 

to re-test the quality in Sweden and then to return the product back, there were often delays. 

Ultimately due to the fact that this product is unique with a high degree of research and 

development and a relatively advanced process, to improve the quality and achieve the quality 

they need, shorten the lead time and have full control over the manufacturing process, they 

decided to make this investment and bring it home to be successful in the market. 

The CEO of the company believes that there are no obstacles to producing this product in 

Sweden. Regarding the high cost of production in Western countries, especially Sweden, he 

believes that since the work is specialized and dominated by engineers, labor costs in Sweden 

will be the same as low-cost countries. Moreover, in Sweden they will have access to cheap 

energy due to the infrastructure. 

Although there is no corporate-wide strategy in the company to guide offshore and reshoring 

decisions, and even though the cost analysis is done on a large scale and not in detail, it can be 

said that this decision has been made with awareness and by examining various aspects. As the 

CEO points out, there are other important and effective aspects of it, such as faster turnaround 

times, being more flexible in implementing product changes, traceability, having fewer 

shipping problems, and climate issues. 
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4.2.2 Challenges of case company A 

Almost the entire process is done automatically, but it requires skilled and experienced 

workforces to manage it. The main challenge was to find competent and experienced 

workforces to carry out this very advanced and complex process. 

And last but not least, in response to the question of whether political and economic changes 

and supply chain problems due to the Covid-19 pandemic will make the reshoring to Sweden 

a trend or not, they believed that it was very difficult to address this issue in general, and it was 

very much dependent on the circumstances and challenges that each company has. 

To make it easier for the reader, this information is shown in the table below because of its 

importance. 

Table 2- Summary of case company A 

Case company A 

  

Product and production features 

Pioneering research and development, Unique patent portfolio, 

Leading position worldwide. 

Automatic, Advanced, and Complex production process. 

Market 

Currently in the Nordic countries, but targeted global markets. 

Drivers and barriers of case 

company A 

  

The main reason was quality problems, which also increased 

supply chain costs. 

Other reasons include delays, high lead times, lack of full 

control, inflexibility, transportation issues, climate issues, and 

inability to track. 

On the other hand, due to the possibility of running the process 

completely automatically, the effect of high labor costs in 

Sweden was compensated. 

Challenges of case company 

A 

  

To find competent and experienced workforces to carry out this 

advanced and complex process. 
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4.3 Case company B 

Company B was founded in the 20th century in Sweden and is one of the leading European 

players in its industry. It has approximately 500 stores in the Nordic region. The final product 

is manufactured in China and transported to warehouses, and from there to stores. They do not 

currently have any other production sites in Sweden or in any other countries, and production 

is set to take place entirely domestically next year with the opening of a plant in Sweden. The 

main and largest market for this product is in Sweden, followed by Denmark, Norway and 

Finland, and the focus continues on the markets of the Nordic region. Product manufacturing, 

in order to have a faster response, be sustainable, and in consideration of the long distance from 

the manufacturing plant, is more in high volume. 

4.3.1 Drivers and barriers of case company B 

According to the project leader of "Made in Sweden"; The main reason for offshoring 

production to China was that they did not have the experience to start. The productions of this 

industry were mostly done in Italy and China, but they found production in China more fit 

according to their requirements. 

One of the main reasons for reshoring is related to the company's sustainability strategy. 

Customers have sustainability concerns and are more aware of environmental issues, therefore, 

in order to better respond and consider this need and concern of their customers, they decided 

to invest in the construction of factories in the country. It should be noted that they do not 

currently have a production site in Sweden or any other country.  

They also believe that in the long-term better products can be produced. By using local or 

recyclable materials they can be more sustainable, flexible and creative by reshoring because 

they have increased control over production. Therefore, in addition to the main reason, which 

is sustainability, this reshoring is also considered economically beneficial. In addition, 

reshoring reduces the risks of global supply chain operations. Although this decision was made 

before the pandemic, it also made it more apparent that it was a good decision. 

In the news, this reshore is mentioned by highlighting job creation in the country and increasing 

sustainability, both of which have a positive effect on customers and are the drivers. The CEO 

also points out that the need for local production was also mentioned in customer surveys. The 

CEO noted that the reverse trend has been going on for years to reduce costs, and many 

companies have offshored their production, but according to their cost calculations, production 

in Sweden will not be more expensive than in Asia. Because production is dispersed, and by 

concentrating it, the scale of efficiency will increase. 

4.3.2 Challenges of case company B 

Following the decision to return home from Asia to Sweden, the company evaluated three cities 

for its new facility and eventually selected one of them. But in order to receive help and support 

from the municipality of that city, problems arose that finally forced them to change their 

choice of city. Although this was time consuming, they did not face any serious problems due 

to the very good planning and consideration of the various challenges in the program. 

And the last important point is in answer to the question of whether reshoring in Sweden will 

be a trend or not? The CEO believed that more companies would reshore, especially due to 

supply chain disruptions. 
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For the convenience of the reader, this information is summarized in the table below due to its 

great importance. 

Table 3- Summary of case company B 

Case company B 

  

Product and production features 

High volume production, Leading position in Nordic region. 

Transported to warehouses and from there to stores. 

Market 

The main and largest market is in Sweden, followed by other 

countries in Nordic region. 

Drivers and barriers of case 

company B 

  

One of the main reasons is related to the company's 

sustainability strategy. 

To have a positive impact on their customers (due to increased 

concerns about sustainability and environmental issues). 

Reducing supply chain risk, economic achievement, increasing 

flexibility, creativity, efficiency of the entire supply chain and 

the possibility of increasing sustainability by using local and 

recycled materials. 

Challenges of case company B 

  

In order to get help and support from the municipality of their 

chosen city, problems arose that eventually forced them to 

change their choice. 
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5 Analysis 

  

In this chapter, empirical data will be analysed to understand the fundamental factors of 

reshoring in Sweden. This is done by analysing offshoring motives in the light of theoretical 

frameworks such as; Location-specific advantages of the eclectic paradigm, transaction costs, 

and resource-based views. Offshoring risks and reshoring motives are analysed according to 

these categories; global environment, home country, host country, supply chain and company 

are examined. These categories have been obtained according to the factors of the theoretical 

frameworks, and both analyses examine the same factors but with different perspectives. 

 

5.1 Offshoring motives 

In the empirical data, a picture of the underlying motives behind the initial reasons for the 

offshore activities of Swedish manufacturing companies was pursued. This has done according 

to Gray who insisted on looking at reshoring as a return to the previous offshoring decision 

rather than separately (Gary et al., 2013). Determining the underlying factors is the starting 

point for building a deeper understanding of a possible reshoring trend, as well as its reasons.  

From the respondents' explanations of their reasons for offshoring, it can be concluded that the 

resource-based view (RBV) has been one of the important motivations. This strategic decision 

behind offshoring can help companies perform better than their competitors (Mihalache and 

Mihalache, 2016) (McIvor, 2009). There are other factors that are important, according to Roza 

and Mclvor who argue that an offshoring decision cannot be explained by the RBV alone (Roza 

et al., 2011) (McIvor, 2009). For example, here we can refer to the supply chain network that 

has been formed in those countries due to their production history, which also leads to 

production efficiency in them, as company B pointed to production history in the two countries 

before selecting their offshoring location. Empirical findings of this study shows that the 

respondents consider an external and internal analysis. They took advantage of external 

opportunities by outsourcing non-core activities and benefited their internal strength by 

focusing on their core competencies. Company A, for example, emphasized that the activities 

that were kept indoors were the activities that made their company unique. According to the 

empirical data of this research, the driving force of offshoring can be a combination of the need 

to focus on core competencies and financial problems. As both companies acknowledged, they 

did not have the ability or willingness to invest when they decided to offshore.  

Transaction costs were of low or moderate importance in assessing domestic production or 

offshoring decisions, given the empirical data of this study. Both companies seemed to focus 

on other factors, such as using the experience and resources of another country. According to 

secondary data, as Williamson explained transaction costs theory in literature review, the best 

organizational structure is the one that maximizes economic efficiency and minimizes 

transaction costs (Williamson, 1979). Johansson's survey found that Eastern European 

countries were a high priority for Swedish companies in offshoring (Johansson and Olhager, 

2018a), one of the reasons for this might be that the transaction costs are almost constant, or its 

fluctuations are low. In addition, Roza and her colleagues in 2011 cited indirect production 

costs and uncertainties as key features of transaction cost theory. Therefore, the ability to better 
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control invisible costs in Eastern European countries can also be understood as the reason why 

most Swedish companies choose to offshore there more and reshore less (Roza et al., 2011). 

Location-specific advantages of the eclectic paradigm have been described and highly valued 

in the literature review as important motivations for strategic and economic decisions for 

offshoring activities. These advantages are divided into four groups of advantages: resources, 

market, efficiency, and strategic asset seeking (Dunning, 1979). Based on the empirical data of 

this study, both companies offshored, due to resources-seeking. Even efficiency-seeking can 

be considered from the perspective of the supply chain network as it has been described above. 

However, according to secondary data, as Johansson pointed out, the high labor cost in Sweden 

has been one of the main reasons for the offshoring activities of many Swedish manufacturers, 

which also should be categorized as efficiency-seeking (Johansson and Olhager, 2018a). 

Another specific advantage of location, which affects efficiency, is trade barriers such as low 

tariffs. This also can be considered as an incentive to offshoring to a particular country 

(Dunning, 1988), but it should be kept in mind that offshoring only based on that includes a 

high risk due to the fact that it may change over time due to political changes. On the other 

hand, other factors such as market proximity are mentioned in the literature (Dunning, 1988). 

The market factor is not relevant to the empirical data of this study because the main market of 

both companies is the Nordic countries. However, company A has a bigger goal and is targeting 

the global market.    

5.2 Offshoring risks and reshoring motives 

The interviewees were then asked about the problematic issues that arose in their offshore 

countries and their motivations for reshoring, which are analysed below. Offshoring risks can 

be considered as factors attributable to the host country. 

In relation to offshoring, various risks have been mentioned, including issues related to the 

language, communication, and culture of the host country. For example, in Svenskt 

Näringsliv’s survey, this issue was mentioned by a number of participants (Svenskt Näringsliv, 

2013b). This is usually categorized into indirect costs of transaction costs. Other risks 

mentioned are Intellectual property (IP) protection, resource competition, etc. But according to 

the empirical data of this research, one of the problems that were mentioned was related to the 

supplier's performance and not meeting the company's expectations. Company A pointed to the 

low quality, which also led to increased supply chain costs due to the cost of product re-test 

and returning. Poor quality also resulted in delayed delivery.  

One of the motivations for reshoring home, which is related to the category of home country 

and was mentioned in empirical data, is the development in technology and the possibility of 

using automation. Automation increases productivity and compensates the effect of high labor 

costs in Sweden. This was mentioned by company A as a motive to reshore, along with access 

to cheaper energy due to infrastructure in Sweden. Other home country-related motives include 

social issues, which were highly regarded by company B. Since the company's customers are 

located in Nordic countries and environmental issues are receiving more attention every day, 

sustainability and job creation were among the company's incentives to influence customers 

and reshore. 

In the case of global environmental factors, which are divided into two categories: global 

economic change and political risks, in the empirical data of this study, low wage factor in the 

host country, and its effect on making offshoring decisions were not mentioned. Therefore, 



 

22 
 

changes in the global economy have not been taken into account in reducing the effect of the 

low wages factor. But surely the changes in the global economy and its risk on transaction costs 

and the cost of final products are taken into account in the cost analysis of companies, or the 

risks associated with changing trade laws that are affected by political change. 

The next category is the supply chain itself, which becomes complex and risky as it expands, 

moreover, decreasing the company's flexibility and increasing the lead time, which both 

companies mentioned. Supply chain problems are not one of the first and most important 

drivers of reshores, since companies are somewhat aware of them from the very beginning of 

the decision to offshore. But due to the dynamic environment, their effects might become much 

more severe, like the supply chain disruption during the Covid-19 pandemic. 
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6 Conclusion 

  

This chapter provides conclusions and suggestions for future research.  

 

6.1 Conclusion 

Globalization had accelerated with advances in transportation and communications technology, 

and this has affected business competition in recent decades. Many companies have offshored 

due to increasing pressure to improve efficiency and competitiveness. Of course, the impact of 

globalization processes on business, economics, etc. is bidirectional, both affecting and being 

affected. Observing changes in cross-border trade and global financial openness, one finds that 

global integration has slowed after the global financial crisis of 2008. Researchers have also 

claimed that the reshoring trend has been underway in the United States for several years. The 

outbreak of the Corona virus, its effects on cross-border movement and the shrinking global 

economy, as well as the shift towards a geopolitical struggle between the United States and 

China, have made reshoring of production a hot topic in recent EU policy debates. Hence, in 

this thesis, an attempt is made to look at the reshoring phenomena in Sweden. 

Given the global nature of business, the location of manufacturing has become a critical 

strategic decision for a company. Manufacturing relocation has been studied with different 

theories. Three widely used theories based on systematic literature studies were reviewed in 

this paper. Considering the theoretical frameworks, the most comprehensive view seems to be 

Location-specific advantages of the eclectic paradigm with four general categories: resource, 

market, efficiency, and strategic assets seeking. Especially with the additional explanations that 

were mentioned about the transaction cost, one can realize the various factors that should be 

considered like invisible costs for efficiency-seeking. Furthermore, the factors expressed in the 

theory of resource-based view can be considered in line with the strategic assets-seeking but in 

more detail. When it comes to reshoring, and as the subject of this research focuses on a specific 

country, a country-based classification is better for the analysis of drivers and barriers.  

As mentioned earlier, Swedish companies are known for quality and innovation, it can be said 

that the global supply chain imposes damage to quality control and makes it difficult to 

coordinate and be innovating in a competitive and fast-paced market. In addition, with the 

expansion of the supply chain, costs and risks such as coordination costs, logistics costs, and 

disruption risks may increase. Moreover, in regards to increasing the importance of service, 

flexibility, increasing demand for customized products, shortening lead time, and the 

increasing concern about sustainability on customer satisfaction, it can be said that domestic 

manufacturing will bring many benefits to companies, especially to those who have a domestic 

customer base. For companies with global customers from a social point of view, the Swedish 

product can be useful because of the reputation for innovation, quality, and proper 

manufacturing regulations.  

Technologies that facilitate automation and good energy infrastructure also contribute to 

economic production in Sweden, but in general, one cannot talk about reshoring of companies 

since it is very much related to the characteristics of each company, the characteristics of their 

product, their market position, and the goals they seek to pursue. For example, the reason for 
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expanding the supply chain may be the proximity to the market, in which case factors such as 

better service delivery, greater flexibility or sustainability, etc. are considered valid. Both 

surveys in Sweden mentioned high labor costs as the main reason for offshoring (Svenskt 

Näringsliv, 2013a) (Johansson and Olhager, 2018a). One should bear in mind though, that 

economic expectations may not be met, due to global environmental factors that are constantly 

changing and relatively unpredictable, such as transaction costs which may increase. 

Furthermore, comparative benefits may be lost due to changing economic differences between 

countries (minimum wage) or due to competition over assets and resources in low-cost 

countries. 

In the empirical data, according to Gray (Gary et al., 2013), first, the motives behind the initial 

reasons for the offshore activities of Swedish manufacturing companies were pursued. The 

result was the following reasons: focus on core competencies, using another country's 

experience/resources, and financial problems that both companies had no ability or willingness 

to invest. 

The interviewees were then asked about their motivations for reshoring and offshoring risks. 

Some of the motivations were development in technology and the possibility of using 

automation along with access to cheaper energy due to infrastructure in Sweden. Other home 

country-related motives include social issues, which were highly regarded by company B. 

Sustainability and job creation were among the company's incentives to influence customers 

and reshore. Regarding the offshoring risks, company A pointed to the low quality, which also 

led to increased supply chain costs and delayed delivery.   

Regarding expectation and challenges, the supply chain itself becomes complex and risky as it 

expands, problems such as decreasing the company's flexibility and increasing the lead time, 

were mentioned by both companies. However, these are not one of the first and most important 

drivers of reshores, since companies are somewhat aware of them from the very beginning of 

the decision to offshore. Though, due to the dynamic environment, their effects might become 

much more severe, like the supply chain disruption during the Covid-19 pandemic. 

Furthermore, secondary data from Johansson's survey showed that Eastern European countries 

were a high priority for Swedish companies in offshoring (Johansson and Olhager, 2018a), one 

of the reasons for this might be that the transaction costs are almost constant, or its fluctuations 

are low. In addition, the ability to better control invisible costs in Eastern European countries 

can also be understood as the reason why most Swedish companies choose to offshore there 

more and reshore less.  

Therefore, in general, based on the primary and secondary data of this study, it can be 

concluded that Swedish companies examine reshoring and offshoring decisions with a wider 

lens, in other words, they do right shoring. Some of the challenges identified were finding the 

competent workforce and changing the chosen city for production, which could be managed 

with very good planning and taking into account the various challenges in the program. 

Last but not least, given the reshoring among Swedish firms, this thesis concludes that, 

although the number of Swedish companies that have reshored is not large compared to the 

number of companies that have maintained their offshoring situation (or compared to some 

other countries like the United States), it can be said that the reshoring trend is present in 

Sweden because many Swedish companies are rethinking this, and are doing more analysis of 

their location decisions.  



 

25 
 

6.2 Future research 

For future research, the social aspect of the reshoring phenomenon and its impact on customers 

and their views can be addressed. Of course, this may seem too general to be examined in more 

detail for example, in the impact of supply chain sustainability on customers (which is gaining 

more and more attention every day), or even more focus on Nordic customers, or even local 

customers, as the culture and concerns of the global community in different parts of the world 

regarding supply chain sustainability may vary. 
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8 Appendix  

 

8.1 Interview Questions 

Background information 

 

What is your company’s primary manufacturing mode? 

(Make to order, Assemble to order) 

 

Where is your company primary market? 

(Domestic, Nordic, or Global) 

 

Would you explain the characteristics of your production which you want to reshore it, (in term of 

product volume, production complexity, product standardization)? 

 

The manufacturing networks 

 

How many manufacturing plants does your company have? 

In which countries do you have manufacturing other activities?  

 

Strategy 

 

Is there a corporate-wide strategy to guide offshore and reshoring decisions at your company? 

Does the company have a green strategy? 

 

To what extent could you do cost analysis for the following decision? (Component level, Product 

level, Process level, Plant level) 

 

Offshoring of production 

 

When did you offshore these activities?  

 

What were the factors for your offshore decision? 

(Market, Resource, Efficiency seeking) 

 

Reshoring of manufacturing 

 

What were the problems or challenges in your prior plant? Did you anticipate any changes? 

 

How about these items; Labor safety, Natural disasters, Legal regulation in host country, Political 

instability, Production competences, Management problem or loss of control, Cultural barriers, IT 

security, Environmental problem, Intellectual property right issue or protection of internal knowledge, 

Performance issue (e.g. quality) 

 

What are the factors for your reshoring decision? 

 

Which of the following items is more relevant to your decision?  

 

(Labor cost, Logistics cost, Other cost, Change in the currency, exchange rates, Access to market, 

Access to skill and knowledge, Access to technology, Access to raw materials, Being close to R&D 

and product development, Flexibility, Shorter Lead time, Quality, Country specific condition (e.g., 

taxes), Trade barriers, Focus on company’s core competencies, Avoid investing in new equipment, 

Customer requirement, Follow industry practice, Shortage of qualified personal, Time to market) 
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Expectations and challenges 

 

What are the expected outcomes from moving production back? 

(How about logistics cost, other cost, product quality, process quality, fast delivery, reliable delivery, 

flexibility in volume, flexibility in product mix, profitability, reputation among customers.) 

 

Has the desired outcome been achieved? 

 

What challenges did you face in implementing your decision? 

 

What do you think about the Coronavirus situation or the secular change in the international order and 

their impact on the choice of location of activities? 

 

 

 

 


