HOMEWARD BOUND: RECONFIGURING GLOBAL VALUE CHAINS THROUGH BACKSHORING

Introduction
In recent decades there has been a dramatic increase in the internationalisation of firms’ value chains (Buckley and Ghauri, 2004). Firms now seek to optimise their performance by offshoring value chain activities to international locations that offer the best fit for particular functional areas (Jensen and Pederson, 2011). A firm’s offshored business activities may be owned in-house under its direct control or may be outsourced to business partners in international locations (Mudambi and Venzin, 2007; Mudambi, 2008). Both modes of offshoring are now widely used by firms to expand internationally, particularly into developing and emerging economies, and have been widely researched in the existing international business and management literature (Jensen and Pederson, 2011; Aron and Singh, 2005). 

While offshoring has previously been a popular means of cutting costs and freeing up resources, rising cost of labour, electricity, and natural gas, have eroded cost-advantages of emerging markets (Sirkin et al., 2014). For instance, between 2004 and 2014 the cost of natural gas rose by 138 percent in China and 202 percent in Russia, while industrial electricity rose by 66 percent and 78 percent, respectively (Sirkin et al, 2014). At the same time, recent academic evidence suggests that firms in general are basing their manufacturing decisions increasingly on supply chain issues and strategic factors rather than cost-based factors (Ellram et al., 2013). Additionally, in the aftermath of the 2008 financial crisis many economically advanced nations have begun to adopt reindustrialisation policies to encourage manufacturing in their countries in an effort to decrease dependency on, and exposure to international financial markets (UNCTAD, 2013). Consequently, there has been a growing trend for firms to relocate previously internationalised business activities to their country of origin (Gray, 2013; Kinkel and Zanker, 2013). Indeed, major firms, including Caterpillar and Apple, have taken strategic decisions to divest from some international locations and to bring parts of their previously internationalised value creating activities back to their home country.

However, despite these considerations, and calls for more studies on  backshoring (e.g. Gray et al., 2013; Kinkel, 2014; Fratocchi et al. 2014), there has been a disquieting lack of academic research on these important topics. In particular, despite the substantial amount of research on offshoring strategies (e.g. Kotabe, 1990; Brouthers and Hennart, 2007; Doh et al., 2009) there is little known about the factors that increase a firm’s propensity to backshore. The influential work of IB scholars (Mudambi, 2008; Doh et al. 2008) on the difficulties of managing offshoring and oursourcing processes has paved way for exploring difficulties and potential trade-offs of value chain disaggregation. However, this stream of research has not yet formed theoretical or empirical links to the phenomenon of backshoring. 
	
In this paper, we argue that decisions to backshore are inextricably interwoven with the configuration of a firm’s offshore operations. The core argument advanced in this study is that the level of configurational and geographic complexity in a firm’s offshore portfolio can create increased coordinative and host country complexity for firms. We argue that these complexities can be create significant managerial challenges for MNEs and one way in which they respond to these pressures is through backshoring. Relatedly, we suggest that for firms can underestimate the importance of co-location amongst their core and auxiliary business activities.  Extant theory suggests that core business activities are retained within a firm’s home country (Buckley, 2008). Therefore, we argue that for firms in which co-location of primary and auxiliary business activities is of increased importance, backshoring is more likely occur. We investigate this by utilizing ‘Global Value Chain’ survey conducted in year 2012 by Statistical office of Finland. This dataset contains information on global value chains of 1653 Finnish MNEs, and in particular, orchestration of international activities, ownership of foreign affiliates, and use of international suppliers.

While there are various terms used to describe the concept of repatriating internationalised value chain activities in the literature (e.g. reshoring and back sourcing), in this study we adopt the term backshoring as it encapsulates the decision to bring back business activities to the home market, rather than relocating from one international location to another, regardless of whether the business activities are internalised or externalised. Furthermore, backshoring differs from de-internationalisation (Benito and Welch, 1997) and international divestment (Belderbos and Zou, 2006) as it explicitly refers to relocating international business activities back to the home market, rather than withdrawal from international business activities more generally (Fratocchi et al. 2014). With these considerations stated, we define backshoring as the strategic decision to relocate, in part or in whole, previously internationalised value chain activities back to a firm’s country of origin irrespective of whether these are internally owned and controlled or outsourced to an external third party. This aligns with Gray et al. (2013: 28) who states that backshoring is “fundamentally concerned with where manufacturing activities are to be performed, independent of who is performing the activities in question”. We deliberately specify that backshoring pertains to value chain activities as it is does not necessarily involve the full repatriation or closure of a foreign subsidiary(ies). 

In this study we focus on developing new theoretical and empirical insights into the determinants of backshoring. As mentioned previously, backshoring can be construed as a firm-level decision to relocate a previously internationalised value chain activity back to a firm’s country of origin. However, questions remain as to the strategic rationale underlying these decisions and the organisational characteristics that increase the likelihood of backshoring. In the sections that follow we review the burgeoning literature on this subject. Secondly, we discuss useful analytical frameworks for analysing this decision. Thirdly, we state the specific hypotheses posed in the current study and discuss the data and methodology that will be employed. Finally, we finish the paper with a review of the expected contributions to international business and management research of investigating the phenomenon generally and the contributions of this paper specifically. 



Literature review and theoretical development 
The backshoring of internationalised business activities is not a recent phenomenon, with reports of its occurrence dating back several decades (Leibl et al. 2011). However, with the scale of offshoring increasing, so too has the scale of backshoring and this has created a growing interest in the topic amongst the economic press, policy makers and academics (The Economist, 2013; UNCTAD, 2013; Kinkel, 2014). The backshoring phenomenon is driven by both expected and unanticipated challenges involved in offshoring decisions (Larsen et al., 2013). For instance, a study by Deloitte reports that around 70 percent of clients are unsatisfied with their international outsourcing decisions (Kotlarsky and Bognar, 2012). Despite this growing interest, concrete empirical evidence on the extent and magnitude of backshoring activities is difficult to establish. Firms typically do not disclose their backshoring activities as it may be misinterpreted as a failure and nation states do not require firms to report this activity (Holz, 2009). Therefore, the majority of the literature on this topic has used evidence that is either anecdotal or based on surveys (Kinkel and Maloca, 2009; Dachs and Kinkel, 2013; Gray et al. 2013; Ellram, 2013). Analysis of the EMS survey data for 2006, 2009 and 2012 for German firms shows that around 25 per cent of the firms that had offshored business activities had subsequently backshored their business activities to some degree. Backshoring can, therefore, be construed as a dynamic strategy that is adopted by MNEs to reposition and restructure assets and activities within their value chains. However, what separates backshoring, from other forms of international repositioning (such as reshoring or divestment) is that the business activity returns to the firm’s home-country.  The existing research on this topic has revealed a number of interesting observations.

Kinkel (2014), using a longitudinal sample of German firms from the European Manufacturing Survey (EMS), estimates that for every four to six instances of offshoring there is one instance of backshoring within two to five years. Kinkel (2014) argues that the relatively short time period between initial offshoring and subsequent backshoring suggests that backshoring is a strategic response to correct for misjudgements of particular locations. Thus, Kinkel and Maloca (2009) conceptualise backshoring as “short-term corrections of prior location misjudgements, rather than a long-term reaction to slowly emerging local development trends”. However, this observation could also be interpreted as a failure to anticipate the importance of performing a particular business activity in the country of origin, rather than a misjudged international location decision. Later in this section we will argue that firms can underestimate the importance of co-location between their auxiliary business activities and their core function(s), which are typically performed in the home country (Buckley, 2008). 

Research suggests that the most commonly cited reasons for backshoring are quality issues, flexibility, coordinating across distances, transport and logistics costs, availability of human capital and labour costs (Kinkel, 2014). While these motivations provide interesting insights into the underlying issues that motivate a backshoring decision they tell us little about how backshoring relates to a firms wider offshoring strategy. The existing literature on offshoring has highlighted three key dimensions to firms’ offshoring strategy: (1) the configurational complexity of the value chain, (2) geographical complexity of the locations in which the firm operates and; (3) the importance of co-location amongst the value chain activities. 

Configurational complexity refers to “complexity in terms of the interdependencies in the organizational configuration” (Larsen et al. 2013: 537). Complexity arises in offshoring strategies due to the difficulty of orchestrating and coordinating value chain activities that are spatially dispersed. Managing and coordinating spatially dispersed business activities is one of the most challenging tasks that managers in MNEs face (Buckley, 2009). Configurational complexity increases as the number of business activities and the number of locations in which they are performed increases. As this complexity increases, managerial capacity to make decisions that accommodate the interdependencies between different offshored activities is reduced. Furthermore, the firm’s ability to learn about local contingencies in each offshored location and how to most effectively respond to them is diminished as their attention span is spread too thin (Ocasio, 1997). Not surprisingly, previous studies on offshoring have found that offshoring on global scale can backfire when MNE’s scale and scope reach a point where its processes and structure are misaligned with its core operations (Massini et al., 2010), and firms’ ability to effectively absorb and utilize knowledge from its entire value chain is compromised (Mudambi, 2008). Combined, this complexity may, for some firms, begin to erode the effectiveness of offshoring and prompt decisions to reconfigure the value chain to a more simplified structure. Backshoring some value chain activities may decrease the configurational complexity of the supply chain by bringing it back to the home country where the firm’s headquarters can have better oversight over its management. 

Hypothesis 1: As the configurational complexity of a firm’s offshoring strategy increases, the likelihood that the firm engages in backshoring increases. 

The economic geography of offshoring is a growing area of interest for international management research (Jensen and Pederson, 2011; Mudambi, 2009). With the increased economic cooperation and integration that has come to define the modern global economy there are now more potential locations for international business activity than ever (Meyer et al. 2011). This presents firms with opportunities, as they have more potential locations in their choice sets, however, it also raises difficulties as they must make difficult trade-offs amongst viable alternatives (Buckley et al. 2007).  Nevertheless, firms have taken advantage of the emergence of new locations for investment, such as the emerging economies in South America and Asia as well as the transition economies in Central and Eastern Europe. Increasing globalization of value chains is based on firms’ attempt to combine geographical location’s comparative advantages with their own resources, in order to maximize firms’ competitive advantage (Mudambi and Venzin, 2010). However, we argue that a firm’s location choices for offshored business activities can add geographical complexity to a firm’s international value chains. 

Geographical complexity refers to complexity that arises as a result of uncertainty about, and unfamiliarity with, the business, social and institutional environment of particular locations. A long stream of international management literature recognises the impact of liabilities of foreignness (Zaheer, 1995; Miller and Eden 2003) on the operational efficiency and performance of MNEs. Such liabilities are said to result from increases in cultural, institutional, geographic and economic distances between a firm’s home country and the host countries in which it operates (Kostova, 1999; Ghemawat, 2005; Kogut and Singh, 1988; Yip and Tsang, 2007). With relation to a firms offshoring strategy we can distinguish between nearshore locations (Bock, 2008) and farshore locations (Demirbag et al., 2010). 

Nearshoring refers to the practice of offshoring value chain activities to locations that are geographically proximate to a firm’s home country. Nearshoring presents a slight alternative to standard offshoring, which is typically understood to involve placing business activities in distant locales in order to exploit lower costs of production arising from the developmental discord with a firm’s home country (Buckley and Ghuari, 2004). However, as motives other than cost of production may be increasing, firms increasingly look to nearby locations as destinations in which to perform their business activities. For instance, Mudambi and Venzin (2010) argue that offshoring activities to ‘global centres of excellence’ (established most commonly in advanced economies) is an important and well established motivation for offshoring (e.g. Lewin et al., 2009). Arguably, geographic, economic, institutional and temporal similarities amongst nearby locations reduce the locational complexity associated with managing offshored business activities. This phenomenon will perhaps intensify alongside the trend toward the regionalisation of business activities generally (Rugman, 2004) and the creation of regional trading blocs such as the E.U., NAFTA and ASEAN, more specifically. 

In contrast, farshore locations are geographically more distant from a firm’s home country and are, thus, more likely to exhibit cultural and institutional differences that increase liabilities of foreignness, as well as increased problems of managing and coordinating across space. Based on this discussion we suggest that nearshore locations present firms with less geographic complexity than farshore locations. We argue, therefore, that increased geographical complexity – more far shore activities in the firm’s international value chain portfolio - increases the likelihood that a firm will backshore some of its value chain activities. Hence:

Hypothesis 2: As the geographic complexity of a firm’s offshoring strategy increases, the likelihood that the firm engages in backshoring increases.

Our final hypothesis concerns the importance of internal agglomeration amongst a firm’s value chain activities. Agglomeration refers to the clustering of business activities so that they are geographically proximate to one another. This can be in the same site or in different sites but within close proximity to one another. Co-location pressures increase as the need for close monitoring, control and communication between different stages of the value chain increases. Furthermore, co-location is also needed when the demands of effectively performing a business activity require the frequent exchange of tacit, difficult to codify and strategically important information and knowledge. In the context of backshoring, the importance of value chain activities being co-located with a firm’s core function is particularly important. 

In Buckley’s (2009, 2011) model of the Global Factory, he notes that despite the rapid internationalisation and offshoring of business activities in contemporary firms, core functions (such as R&D, marketing and HQ activities) tend to remain in the firm’s home country. For some firms there will be a need for secondary business activities to be co-located with core functions. In contrast to Buckley’s Global Factory, offshoring research has identified cases where firms have offshored value chain activities that are, in fact, central to their value proposition (Linder, 2004). This phenomenon is called ‘transformational outsourcing’ and it refers to offshoring of firms’ key value-creating activity with the intention of learning from outsourcing partners, and then internalizing that particular activity back in-house later (Mudambi and Venzin, 2010). However, both research streams emphasize that the location of core functions and secondary business activities may depend on a number of things, including the stage of a particular product in its life cycle (Vernon, 1966) as well as the knowledge and ability of managers to coordinate tangible and intangible assets across geographic space (Larsen et al. 2013). At the same time, some firms may not anticipate the importance of co-location when making offshoring decisions. Larsen et al. (2013) argue that firm’s frequently underestimate the ‘hidden costs’ associated with offshoring. One important source of these hidden costs is failure to anticipate the importance and value of having secondary activities co-located with core functions. As mentioned, these core activities typically remain placed in a firm’s home country (Buckley and Ghuari, 2004). Similarly, Mudambi (2010) argues that an important case against outsourcing is the fact that decoupling activities which could have potential synergies to different suppliers can lead to suboptimal results. For instance, decoupling R&D, manufacturing, and marketing through offshoring may lead to “hollowing out” firms’ competitive base as interactions between specific functions, and especially, synergies with core activities of the firm, are potentially lost. Therefore, we suggest that when the importance of secondary functions being co-located with core functions increases, the likelihood that a firm will backshore also increases. 

Hypothesis 3: As the importance of co-location with a firm’s core functions increases, the likelihood that a firm engages in backshoring activities increases. 

Expected findings and contributions
Based on comprehensive data from Global Value Chain (GVC) survey (see Table 1: ‘Data and variables’ - section for more details), this study develops a model of backshoring that highlights the role of global organizational complexity, geographical complexity, and role of specific function (e.g. R&D, marketing, sales and so on) in explaining why strategic decision makers bring back operations from foreign locations to their home country. Our key contribution is to elucidate the link between firm’s global complexity and backshoring, and sheds light into firm’s efforts of improving the global orchestration of processes through concept of backshoring. 

This analysis particularly contributes to research stream that has found a tipping point where firm’s offshoring activities reach a global scale and scope where processes and structure are no longer well aligned with existing operations (Massini et al., 2010; Moller et al., 2012), or the sourcing firms’ ability to manage appropriate knowledge base for orchestrating the entire value chain (Mudambi, 2009). Our study takes this approach one step further by analysing what underpins the next logical step in the strategic decision making: whether to bring operations back to home base or continue offshoring in international location. 

We know from previous research that many MNEs stick with their offshoring choices even though they would be unsatisfied with them (Gray, 2013; Kinkel and Zanker, 2013). What has not been previously explained by international business theory or extant empirical studies is the strategic rationale underlying the decision to backshore or to continue with the original offshoring plan, and the organisational characteristics that increase the likelihood of backshoring. Our research therefore adds to literature on offshoring and organizational design in complex business environments (e.g. Ethiraj and Levinthal, 2004; Moller et al., 2012) by highlighting the role of location-specific difficulties and barriers which can underpin choice of backshoring. Our detailed information of firms’ geographical dispersion, affiliate ownership, and specific offshored and reshored functions combined with information on perceived sourcing barriers from a relatively large sample allows us to effectively analyse the factors underpinning backshoring choices. This is particularly pertinent to advancing knowledge in the international business literature which has argued that optimal MNE strategy relates to control and location choices at the activity level instead of level of subsidiary (Mudambi, 2010; Enright, 2009). These findings will hence be helpful for evaluating strategic decision making within international firms, and improve our understanding on the role that economic geography plays in these choices. Especially, this study might help us better understand some of the biases involved in global strategic decision making and the effect that organizational design might have on them (e.g. Kahneman and Lovallo, 1993; Moller et al., 2012). In general, the concept of backshoring is still a relatively new part of the offshoring literature and more commonly seen in media than academic studies (Kotlarsky and Bognar, 2013). We therefore contribute to defining, exploring, and unravelling this concept by uncovering the key drivers behind the decision to backshore operations in globally dispersed value chains. We thus hope that this study will stimulate future research on strategic evaluation of backshoring decisions, and the complexity involved when multinational firms relocate their operations. We believe that international business scholars are particularly well suited to study this phenomenon due to its strong theoretical and empirical focus on explaining antecedents and consequences of expansion as well as pulling back business activities across borders. 
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Data and variables
Out data will be based on ‘Global Value Chain’ survey conducted in year 2012 by Statistical office of Finland. The purpose of this survey was broadly to analyse firms’ global value chains between 2009 and 2012, especially in terms of orchestration of international activities, ownership of foreign affiliates, and use of international suppliers. This data especially focuses on two particular aspects of each responding firm: business functions (e.g. core, R&D, marketing etc.) and geographical distribution of activities. The population for the survey was all Finnish companies employing more than 100 people. A sample of firms employing 50-99 people was also included. This data is particularly interesting because previous studies on this topic such as Kinkel (2012) and Dachs and Kinkel (2013) have included consisted mostly of small to medium enterprises. This data therefore allows us to explore firms with quite different goals, structures, constraints, resources, knowledge, and customers in comparison to previous studies. The final response rate for the Global Value Chain survey was 82 percent, consisting total of 1653 firms.  Unfortunately, at the time of writing this paper, the authors do not yet have access to this data. Hence, no preliminary and more detailed statistics can be provided at this time. However, we expect to have access to this data by the end of January, and have preliminary findings and discussion ready for the AIB 2015 conference. More detailed information on these data and key variables it contains can be found from table 1 at the end of this document. 


REFERENCES
Belderbos, R., Zou, J., (2006). Foreign investment, divestment and relocation by Japanese electronics firms in East Asia. Asian Economic Journal, 20 (1), 1-27
Benito G. R. G., Welch, L. S., (1997). De-internationalization. Management International Review, 37, 7-25
Bock, S. (2008), Supporting offshoring and nearshoring decisions for mass customization manufacturing
Processes. European Journal of Operational Research, 184(2), 490-508
Buckley, P. J., & Ghauri, P. N. (2004). Globalisation, economic geography and the strategy of multinational enterprises. Journal of International Business Studies, 35(2), 81-98
Buckley, P. J., Clegg, L .J., Cross, A. R., & Liu, X. (2007). The Determinants of Chinese outward foreign
direct investment, Journal of International Business Studies, 38, pp. 499-518
Buckley, P .J. (2009). The impact of the global factory on economic development. Journal of world business, 44(2), 131-143
Buckley, P. J., & Casson, M. C. (2009). The internalisation theory of the multinational enterprise: A review of the progress of a research agenda after 30 years. Journal of International Business Studies, 40(9), 1563-1580
Buckley, P. J. (2011). International integration and coordination in the global factory. Management international review, 51(2), 269-283
Brouthers, K. D., & Hennart, J. F. (2007). Boundaries of the firm: Insights from international entry mode research. Journal of Management, 33(3), 395-425
Casson, M. (2013). Economic analysis of international supply chains: an internalization perspective. Journal of Supply Chain Management, 49(2), 8-13
Dachs, B., Kinkel, S., (2013). Back-shoring of production activities in European manufacturing: Evidence from a large scale survey. Paper presented at the EUROMA - European Operations Management Association, Dublin, Ireland, 7-12 June
Demirbag, M. & Glaister, K. (2010) Factors determining offshore R&D project location choice : nearshoring versus farshoring.In: Academy of International Business Annual Meeting, 2010-06-25 - 2010-06-29, Rio de Janeiro
Doh, J. P., Bunyaratavej, K., & Hahn, E. D. (2009). Separable but not equal: The location determinants of discrete services offshoring activities. Journal of International Business Studies, 40(6), 926-943
Ghemawat, P. (2005), Regional Strategies for Global Leadership, Harvard business review, 83(12), 98-108
Gray, J. V., Skowronsky, K.., Esendunran, G., & Rungtusanatham, J. (2013). The reshoring phenomenon: what supply chain academics ought to know and should do. Journal of Supply Chain Management, 49 (2), 27-33

Eden, L. & Miller, S. R. (2004), Distance Matters: Liability of Foreignness, Institutional Distance and Ownership Strategy, in Hitt, M. A. & Cheng, J. L. C. (eds), The Evolving Theory of the Multinational Firm. Advances in International Management, Elsevier, Amsterdam, Netherlands, 187 - 221
Ellram, L. M., Tate, W. L., & Petersen, K. J. (2013). Offshoring and reshoring: An update on the manufacturing location decision. Journal of Supply Chain Management, 49 (2), 14–22
Ethiraj S. K., & Levinthal D. (2004). Bounded rationality and the search for organizational architecture: an evolutionary perspective on the design of organizations and their evolvability. Administrative Science Quarterly, 49(3), 404–437
Fratocchi, L., Di Mauro, C., Barbieri, P., Nassimbeni, G., & Zanoni, A. (2014). When manufacturing moves back: Concepts and questions. Journal of Purchasing and Supply Management, 20(1), 54-59
Holz, R. (2009). An investigation into offshoring and backshoring in the German automotive industry (Doctoral dissertation, Doctoral Thesis/Dissertation University of Wales, Swansea November, Document)
Jensen, P. D. Ø., & Pedersen, T. (2011). The economic geography of offshoring: the fit between activities and local context. Journal of Management Studies, 48(2), 352-372
Kahneman D. & Tversky, A. (1984). Choice, values, and frames. American Psychologist, 39, 341–350
Kinkel, S. & Maloca, S. (2009). Drivers and antecedents of manufacturing offshoring and backshoring—A German perspective. Journal of Purchasing and Supply Management, 15(3), 154-165
Kinkel, S. (2010). Trends in production relocation and backshoring activities: changing patterns in the course of global economic crisis. International Journal of Operations & Production Management, 32(6), 696-720
Kinkel, S., Zanker, C., (2013). New patterns of German production relocation and back shoring activities after the global economic crisis? Paper presented at the EUROMA - European Operations Management Association, Dublin, Ireland, 7-12 June 
Kinkel, S. (2014). Future and impact of backshoring—Some conclusions from 15 years of research on German practices. Journal of Purchasing and Supply Management, 20(1), 63-65
Kogut, B. & Singh, H. (1988). The Effect Of National Culture On The Choice Of Entry Mode. Journal of International Business Studies, 19(3), 411
Kostova, T. (1999). Transnational Transfer of Strategic Organizational Practices: A Contextual Perspective, Academy of Management Review, 24(2), 308-324
Kotabe, M. (1990). The relationship between offshore sourcing and innovativeness of US multinational firms: an empirical investigation. Journal of International Business Studies, 21(4), 623-638
Kotabe, M. & Mudambi, R. (2009). Global sourcing and value creation: opportunities and challenges. Journal of international management, 15, 121-125
Kotlarsky, J., & Bognar, L. (2012). Understanding the process of backsourcing: two cases of process and product backsourcing in Europe. Journal of Information Technology Teaching Cases, 2, 79-86
Larsen, M., Manning, S., & Pedersen, T. (2013). Uncovering the hidden costs of offshoring: the interplay of complexity, organizational design, and experience. Strategic Management Journal, 34, 533-552
Leibl, P., Morefield, R., Pfeiffer, R., (2011). A study of effects of back-shoring in the EU. Journal of Business and Behavioural Sciences, 23 (2), 72-79
Lewin, A. Y., Massini, S., & Peeters, C. (2009). Why are companies offshoring innovation? the
emerging global race for talent. Journal of International Business Studies, 40(8), 1406-1406
Linder, J. C. (2004). Outsourcing as a strategy for driving transformation. Strategy & Leadership, 32, 26–31
Massini S, Perm-Ajchariyawong N, & Lewin AY. 2010. Role of corporate-wide offshoring strategy on offshoring drivers, risks and performance. Industry & Innovation, 17(4), 337–371
Meyer, K.E., Mudambi, R., & Narula, R. 2011. Multinational enterprises and local contexts: The opportunities and challenges of multiple embeddedness. Journal of Management Studies, 48(2), 235–252
Mudambi, R., & Venzin, M. (2010). The strategic nexus of offshoring and outsourcing decisions. Journal of Management Studies, 47(8), 1510-1533
Mudambi, R. (2008). Location, control and innovation in knowledge-intensive industries. Journal of Economic Geography, 8(5), 699-725
Ocasio, W. (1997). Towards an attention‐based view of the firm. Strategic management journal, 18(S1), 187-206
UNCTAD. (2013). World Investment Report 2013: Global value chains: Investment and trade for development.
Kotlarsky, J., & Bognar, L. (2012). Understanding the process of backsourcing: two cases of process and product backsourcing in Europe. Journal of Information Technology Teaching Cases, 2(2), 79-86
Rugman,A. M. & Verbeke, A. (2004). A perspective on regional and global strategies of multinational
enterprises. Journal of International Business Studies, 35, 3-18
Sirkin, H. L., Zinser, M. & Rose, J. (2014). The shifting economics of global manufacturing: how cost competitiveness is changing the world. The Boston Consulting Group Report. Accessed 14/01/2015.
The Economist, (2013).Special report: Outsourcing and offshoring: Here, there and everywhere, Jan 17th 2013
Tsang, E. W. K., & Yip, P. S. L. (2007). Economic distance and the survival of foreign direct investments. Academy of Management Journal, 50(5), 1156–1168
Vernon, R. (1966). International investment and international trade in the product cycle. Quarterly Journal of Economics, 80, 190-207
Zaheer, S. (1995). Overcoming the liability of foreignness. Academy of Management Journal, 38(2), 341-363

Table 1 Key variables and measurements
	Main variable
	Measurement

	(DV) Likelihood of backshoring 
	1=firm has engaged in backshoring

	
	0=firm has not engaged in backshoring

	Configurational complexity  (H1)
	Index created from: 

	
	(1)  Number of locations firm is involved in

	
	(2)  Number of activities offshored 

	
	(3)  Distribution of employees globally by activity 

	Geographic complexity (H2)
	Index created from: 

	
	(1)  Whether firm has engaged in nearshoring or farshoring

	
	(2)  Location of intellectual assets (patents, trademarks and copyrights, intangible assets, risk bearing, profits)

	
	(3)  Geographical distribution of other assets

	
	(4)  Distribution of profits

	Importance of co-location (H3)
	Mangers’ evaluation of Importance of each function being located physically close to core function on a Likert scale 1-5

	
Control variables
	 

	Number of employees 
	Total employees

	Growth in number of employees between 2009 and 2011
	Managers indicated whether number of employees has: (1) Increased, (2) No change, or (3) Reduced

	Firm orientation
	% of employees in each specific activity

	Ownership and business partners
	1=whether activity has been sourced internally

	
	0=whether activity has been outsourced

	Manufacturing vs service firm
	1=firm’s primary function is in manufacturing

	
	0=firm’s primary function is in services

	Type of manufacturing firm is involved in 
	1 = Regular manufacturing

	
	2 = Subcontractor

	
	3 = Factoryless goods provider

	Type of service firm is involved in
	1 = Regular producer of design, R&D, engineering services

	
	2 = Design, R&D, engineering services producer and goods provider

	
	3 = Other services

	International experience in offshoring
	Number of affiliates controlled outside of home country

	Location of company HQ at the end of 2011
	1=Finland

	
	0=Other

	International locations firm is active in
	EU, other Europe, Russia, China, India, Asian countries, USA and Canada, Brazil, rest of the world

	Activities firm is involved in
	Production, distribution and logistics, marketing and sales, ICT, Administration, R&D, other
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