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Key Findings 

¶ Reshoring, or the relocation of affiliates to their home country, is not a new business 
strategy. Businesses may choose to reshore for various reasons including poor 
production quality or lack of realized profits abroad. The pandemic and geopolitical 
tensions just highlighted this business strategy. 

¶ Reshoring is often a costly endeavor for businesses. When companies reshore, they 
are no longer benefitting from foreign countries’ competitive advantages. Thus, 
reshoring is likely to raise production costs and, ultimately, prices for consumers.  
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reshoring in the services sectors have been recorded, notably the reshoring (and automation) 
of call centers in developed economies.1 

Given that the globalization boom started in the late 1980s, reshoring is a relatively recent 
phenomenon; initial offshoring being the precondition to affiliates reshoring. Adjustments to 
past offshoring strategies adopted by MNEs are more likely to happen at the end of the 
offshored investment lifecycle as premature disinvestment is reflective of unrealized profit 
and potential losses. As such, a growing number of relocation and reshoring cases have 
been referenced in business journals over the past two decades. Though, it is unclear as to 
whether recent relocations are part of an overall shift away from globalization to domestic 
production or isolated cases. 

Reshoring is seen as a way to generate growth and create jobs in the manufacturing sector, 
and help advanced economies regain competitiveness and build skillsets in global 
manufacturing (De Backer et al., 2016). In the world of policy making, reshoring supports 
three objectives: enhance resilience with respect to essential supplies, decrease vulnerability 
against strategic competitors, and bring manufacturing jobs back home (Roberts and Lamp, 
2021). Understandably, the pandemic accelerated interest in reshoring, now seen by 
governments as a way to increase supply chain resiliency.  

Independent of governments’ policy objectives, it is important to determine whether business 
strategies and/or future location decisions are changing and if reshoring is one of the 
outcomes. A change in foreign multinationals’ (FMNEs) offshoring strategies could impact 
Canada’s capacity to attract and retain foreign direct investment (FDI), whether FMNEs 
decide to leave Canada and bring their activities back home, or, on the contrary, decide to 
increase their investments in Canada given its proximity to the US. In the particular case of 
American FMNEs, they may consider moving their overseas affiliates to Canada, i.e. 
nearshoring, as an alternative to reshoring, an opportunity for Canada to seize. Similarly, 
Canadian multinationals (CMNEs) may decide to bring parts of their offshored activities back 
to Canada or move them elsewhere. 

This paper summarizes recent literature on reshoring and examines whether data do in fact 
reveal a trend towards reshoring. The first section looks at the theory behind how companies 
make offshoring and reshoring decisions. The section that follows summarizes 
methodologies used to assess whether reshoring is taking place, findings from various 
international studies, and the latest findings with respect to Canada and the United States. 
An analysis of data on the activity of MNEs at home and abroad provides a sense as to 
whether firms are reshoring or instead moving their operations elsewhere abroad. Finally, a 
summary of results from recent business surveys provides insight on intentions going 
forward.  

Business location decisions: from offshoring to reshoring 

Before examining firms’ reshoring decisions, it is important to understand the initial decision 
to offshore. Establishing an affiliate in a foreign country is a strategy over a long time horizon 
with possibly savings in operation costs but also large set-up costs important to 

https://www.forbes.com/sites/calumchace/2020/08/10/the-impact-of-ai-on-call-centres/?sh=5157239b7ba7
https://www.forbes.com/sites/calumchace/2020/08/10/the-impact-of-ai-on-call-centres/?sh=5157239b7ba7
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offshore (State of Trade, 2021). First, offshoring can 
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¶ Risk: A change in the risk, perceived or real, associated with global sourcing and 
offshored activities (e.g. fluctuating transportation costs, increased extreme weather 
events, conflicts, exchange rate fluctuations, threats to intellectual property, difficulty 
securing inputs, supply bottlenecks, etc.); 
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abroad than domestically, which resulted in the decline of CMNE domestic share for the 
goods and services industries. This further demonstrates Canadian businesses’ continuing 
interest in developing their activities abroad.  

 

Sources: Global Affairs Canada; Statistics Canada. Tables 36-10-0440-01, 36-10-0604-01. 

Data on the activities of U.S. MNEs, show that, from 2011 to 2021, the share of domestic 
employment remained relatively constant, hovering between 66% in 2011 and 68% in 2021; 
there is no indication of any notable changes in U.S. business strategies in favor of either 
domestic or foreign employment. As measured through U.S. MNE’s assets abroad, near-
shoring, or increasing investment in Mexico and Canada, does not appear to have been 
happening either over the past decade (see Figure 2). In fact, there has been growth in 
offshoring to other locations, particularly in Europe, where American firms’ share of assets 
grew much faster than investment in other countries. Employment of U.S. MNEs abroad has 
grown in lower-cost destinations, however (see Figure 3). Though, a drop in U.S. MNEs 
employment in China is observed in 2021, the decline had started prior to the pandemic. 
Furthermore, according to the US–China Business Council, in 2020, 87% percent of U.S. 
multinationals did not relocate out of China and were not planning to do so, while only 4% 
planned to move operations back to the United States (Brenton et al., 2022). While U.S. 

https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610044001
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610060401
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Sources: Global Affairs Canada; Bureau of Economic Analysis.  
 

 

 

Sources: Global Affairs Canada; Bureau of Economic Analysis. 

 
We see similar behaviors among Canadian MNEs. While CMNE’s assets abroad remain 
highly concentrated in the United States, there has been growth in assets in China and the 
other Asian countries (see Figure 4). Note that the shares of total CMNE assets abroad for 2021 
are similar to 2019 pre-pandemic figures for the United States, Mexico and China. The share of CMNE 
assets in Europe, however, was higher in 2019 (23%), while the share in the rest of Asia was lower 
(7.3%). 



https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610047001
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https://theconversation.com/why-does-so-much-of-the-worlds-manufacturing-still-take-place-in-china-207178
https://theconversation.com/why-does-so-much-of-the-worlds-manufacturing-still-take-place-in-china-207178
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