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The purpose of this paper is to examine how managers can develop ‘parallel’ supply chains to over-
come the efficiency/flexibility trade-offs of offshored versus reshored/nearshored production. Primary
evidence is gathered from 22 field interviews with eight companies from multiple countries, all oper-
ating in the textile and apparel industry. The interview data is triangulated using a cross-industry
focus group with 28 participants and secondary sources including company annual reports and web-
site information. The study contributes to organizational ambidexterity theory by identifying how
companies embed structural ambidexterity in their supply chains, and in so doing create ‘parallel sup-
ply chains’. Our findings show that companies partition their production in terms of width (meaning
that specific product lines were relocated) and depth (meaning that specific production activities were
relocated). Companies then use a mix of offshored production facilities to manufacture low-margin,
long-lead-time products as well as reshored/nearshored production facilities to make high-margin,
quick-response items. The ability to swap production volumes between parallel supply chains enables
supply chain ambidexterity, which in turn allows companies to exploit efficiency and flexibility bene-
fits simultaneously. Managers are provided with an empirically informed, step-by-step framework for

developing structural ambidexterity and building parallel supply chains.

Introduction

Prior to the Covid-19 pandemic, many transnational
firms located manufacturing facilities, and sourced
from suppliers, in low-wage economies to achieve cost
efficiencies (Choudhary et al., 2023). Global supply
chains criss-crossed national boundaries, and when
governments ordered businesses and borders to close
during the pandemic, many supply chains ground to
a halt (Verbeke, 2020; Wulandhari et al., 2022). As a
result, some companies decided to reshore or nearshore
production facilities to avoid persistent disruptions,
while ensuring greater flexibility and responsiveness to
unpredictable spikes in supply and demand (Handfield,
Graham and Burns, 2020; van Hoek, 2020). Proponents
of nearshoring and reshoring argue that the costs of
moving production back home can be offset by building

a supply chain that is more flexible/responsive to cus-
tomer demand (Barbieri et al., 2020; Gillani, Kutaula
and Budhwar, 2022). Yet, the challenges of building
a supply chain that is both cost-efficient and flexible
can seem insurmountable. To find guidelines on how to
create such a supply chain, managers can turn to orga-
nizational ambidexterity theory (March, 1991; O’Reilly
and Tushman, 2013). This theory argues that by pos-
sessing an ambidexterity capability (Park, Pavlou and
Saraf, 2020), organizations can pursue two conflicting
goals (efficiency/flexibility) at the same time (March,
1991; O’Reilly and Tushman, 2013). Companies achieve
this through structural partitioning, where dual organi-
zational structures are established and certain sub-units
concentrate on alignment (efficiency/exploitation)
activities, while others focus on adaptation (flexibil-
ity/exploration) (Adler, Goldoftas and Levine, 1999).
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Building Parallel Supply Chains

The notion of structural partitioning can be extended
to the supply, where a company would partition its prod-
uct lines, as well as the supply chains that deliver these
products to market, based on efficiency or flexibility re-
quirements. For example, one supply chain might fo-
cus on exploiting its existing competencies by manu-
facturing commodity items in low-wage economies and
bulk shipping goods to major centres of demand via
sea or rail freight. Another supply chain might focus
on exploring new opportunities by manufacturing cus-
tomized products closer to major centres of demand
and delivering them quickly to customers via air or road
freight (Lee and Rha, 2016; Roscoe and Blome, 2019).
An example is Zara, a company that has rapidly ex-
panded its global operations by partitioning its supply
chain as part of a ‘dual-response’ strategy. One supply
chain is focused on efficiency, with low-cost operations
in Asia making basic styles with stable demand. The
other, quick-response supply chain focuses on making
high-fashion items, with unpredictable demand, close
to major demand centres in Spain, Portugal and Mo-
rocco (Financial Times, 2019). This is the idea of ‘par-
allel supply chains’, where companies segment product
lines, the location of manufacturing and the mode of
delivery, to create efficient and responsive supply chains
that operate alongside one another. By implementing
parallel supply chains, companies and their suppliers
become ambidextrous because costs are minimized for
particular product lines, while higher-margin items are
delivered quickly to meet customer demand. Supply
chain ambidexterity is defined as the ability to simulta-
neously pursue the seemingly conflicting goals of supply
chain exploitation (efficiency) and exploration (flexibil-
ity) practices (Kristal, Huang and Roth, 2010, p. 415).
Exploitation, in a supply chain context, refers to prac-
tices that leverage existing supply chain competencies to
achieve lower costs and reliability (Kristal, Huang and
Roth, 2010). Exploration, on the other hand, refers to
‘practices that develop new supply chain competencies
through experimentation and acquisition of new knowl-
edge and resources’ (Kristal, Huang and Roth, 2010).

The existing literature has explained how compa-
nies develop supply chain ambidexterity by building
dynamic capabilities (Aslam er al, 2018; Lee and
Rha, 2016) or by balancing exploration and exploita-
tion activities in the purchasing (Gualandris, Legen-
vre and Kalchschmidt, 2018) and manufacturing func-
tion (Tamayo-Torres, Roehrich and Lewis, 2017). Other
studies have put forward conceptual models on how
emerging technologies (3D printing) can enable am-
bidextrous supply chains (Roscoe and Blome, 2019).
While intriguing, there is limited empirical evidence on
how companies can use structural partitioning to create
parallel supply chains, and the benefits inherent in do-
ing so. Moreover, the role of the manufacturing location
decision in the development of parallel supply chains
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has yet to be explored. This omission is worth studying
because, since the pandemic, some companies are fully
reshoring/nearshoring production and supply, some are
keeping parts of their production offshored, while oth-
ers are following a hybrid approach. What remains un-
clear is how companies actually establish parallel supply
chains in practice.

The aim of this paper is to determine how firms can
achieve supply chain structural ambidexterity and real-
ize the purported benefits of parallel supply chains. To
achieve this aim, the paper sets out to answer the follow-
ing research questions:

RQI: How can the manufacturing location decision
support the development of structural ambidex-
terity in the supply chain?

RQ2: To what degree does supply chain structural am-
bidexterity provide firms with efficiency and flex-
ibility benefits?

We examine these questions through the lens of orga-
nizational ambidexterity theory (March, 1991; O’Reilly
and Tushman, 2013). Empirical evidence is gathered
from eight companies in the apparel and textile industry,
selected because of their use of parallel supply chains to
deliver both standardized and customized products to
customers. Twenty-two semi-structured interviews were
conducted with supply chain managers working for ap-
parel companies based in the United Kingdom, Nor-
way and Italy. The interview findings are triangulated
using secondary documentation (annual reports, web-
site information and newspaper reports) as well as a
practitioner-based focus group.

Evidence is presented on how companies segmented
their product lines, in terms of width (meaning that spe-
cific product lines were relocated) and in terms of depth
(meaning that specific production activities were relo-
cated). These companies established a combination of
reshored/nearshored and offshored production facilities
and sources of supply to create parallel supply chains.
Based on these findings, we develop a managerial frame-
work that depicts an evolving process, where companies
continue to exploit existing efficiencies in the manufac-
turing process, while seeking new knowledge from sup-
pliers’ closer-to-home markets. Our framework guides
managers on how to embed ambidexterity in the sup-
ply chain by building surge capacity into offshored and
reshored production facilities. A company’s ability to
swap production volumes between manufacturing lo-
cations helped to embed ambidexterity into the supply
chain and granted efficiency and flexibility benefits.

The next section provides an overview of organiza-
tional ambidexterity theory, supply chain ambidexterity
and the manufacturing location decision literature. The
third section provides the choices and relative justifica-
tions for the research design. The fourth section presents
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the findings, while the fifth section compares the find-
ings to the existing literature to derive four theoretically
informed propositions. The final section highlights the
study’s contribution to theory and practice, its limita-
tions and avenues for future research.

Literature review and theoretical
underpinnings
Organizational ambidexterity theory

Organizational ambidexterity theory is rooted in the no-
tion that both exploration and exploitation activities are
essential for organizational survival; however, the two
practices compete for scarce resources (March, 1991;
Nielsen, Mathiassen and Hansen, 2018). Exploration
refers to the search for innovative new ideas, experimen-
tation, flexibility and discovery, while exploitation refers
to efficiency, continuous improvement and execution of
ideas (March, 1991). The theory argues that adaptive
systems that engage in exploration, to the exclusion of
exploitation, are likely to suffer the costs of experimen-
tation without gaining its benefits, while those that en-
gage in exploitation to the exclusion of exploration are
likely to find themselves trapped in a sub-optimal stable
equilibrium (March, 1991). Therefore, maintaining an
appropriate balance between exploration and exploita-
tion is essential for system survival and prosperity (Kas-
sotaki, 2022). As organizations learn from experience
how to divide resources between exploitation and explo-
ration, the distribution of consequences across time and
space affects the lessons learned (Kassotaki, 2022).

Organizations that are able to balance the trade-offs
between exploration (flexibility) and exploitation (effi-
ciency) are said to be ambidextrous (Nielsen, Math-
iassen and Hansen, 2018; Roscoe and Blome, 2019).
Organizational ambidexterity can be achieved through
the switching of job roles and the partitioning of or-
ganizational structures (Adler, Goldoftas and Levine,
1999). Work is organized so that people switch sequen-
tially between exploration (search, research and de-
velopment) and exploitation tasks (production, trans-
portation) (Adler, Goldoftas and Levine, 1999). Switch-
ing can also be supported by creating ‘parallel’ organi-
zational structures (Birkinshaw and Gupta, 2013; Gib-
son and Birkinshaw, 2004), which encourages workers to
move between a bureaucratic structure for routine tasks
and a more organic structure for non-routine tasks. Par-
titioning can enhance flexibility without a significant
loss of efficiency when the differentiated sub-units co-
ordinate and integrate their efforts. Organizational am-
bidexterity allows companies to be both efficient in the
management of daily business activities and responsive
enough to changes in the business environment and dis-
ruptions leading to enhanced operational performance
(Kassotaki, 2022).

H. Moradlou et al.

Supply chain ambidexterity

As with internal organizational functions, the different
activities and processes of a supply chain can be di-
vided to focus on exploitation (efficient) or exploration
(flexible) tasks (Kristal, Huang and Roth, 2010). For
example, a study by Roscoe and Blome (2019) explained
how companies can structurally partition the supply
chain by exploiting the efficiency of manufacturing
in high volumes in a centralized, offshored, manufac-
turing facility while using emerging technologies (3D
printing) to manufacture personalized medicines closer
to the point of use. Another study by Gualandris,
Legenvre and Kalchschmidt (2018) explored how firms
can balance and combine exploratory and exploitative
activities in the purchasing function in order to match
the dynamism of their external environment. Other
scholars argue that firms can have both a flexible and
an efficient supply chain when underpinned by the
dynamic supply chain capabilities of market sensing
(search), supply chain agility and adaptability (Aslam
etal.,2018,2020). Supply chain ambidexterity is said to
enhance manufacturing performance by allowing man-
agers to effectively manage the operational trade-offs of
quality, speed, flexibility and cost dimensions (Tamayo-
Torres, Roehrich and Lewis, 2017). Blome, Schoenherr
and Rexhausen (2013) point to relational and contrac-
tual governance modes as ways of creating efficiency
and flexibility in the supply chain, and identify positive
effects on innovation and cost performance. Another,
relevant study on the Covid-19 pandemic by McMas-
ter et al. (2020) finds that focusing on cost reduction
through an efficient supply chain tends to significantly
reduce transparency and results in widespread backlash
for many firms, whereas agile approaches address this
inflexibility by taking inherent uncertainty into account.

While the literature on supply chain ambidexter-
ity is increasing, its focus is typically on the effi-
ciency/responsiveness trade-offs of a stand-alone, dis-
crete, supply chain. The notion of creating dual struc-
tures in supply chains has received limited attention. At
the same time, the ways in which the manufacturing lo-
cation decision can support supply chain ambidexter-
ity remains an under-researched topic. We address this
knowledge gap by examining how the manufacturing lo-
cation decision affects the efficiency/flexibility mix in a
firm’s supply chain.

The manufacturing relocation decision

The manufacturing location decision is made along
two dimensions: geographical location and governance
mode (Gray et al., 2013; Moradlou et al., 2021). The de-
cision on where to geographically locate production and
supply takes the focal firm’s headquarters as its reference
point and seeks to modify the country of destination of
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a previously offshored investment (Barbieri ez al., 2020).
In particular, offshoring is the starting point of the relo-
cation process and refers to the movement of a business
process performed by a company in the home country to
the same company in another country (Ellram, Tate and
Billington, 2008). Traditionally, the primary motivation
for offshoring is cost efficiencies that are achieved by ex-
ploiting low labour costs in emerging markets, reducing
barriers to trade and accessing economies of scale as
components and final products are produced in large,
centralized facilities and subsequently shipped to cus-
tomers around the globe (Ellram, Tate and Petersen,
2013).

Reshoring refers to the partial/total relocation of pro-
duction and supply to the country where the company
is headquartered, to service local, regional or global de-
mands (Fratocchi et al., 2014). The decision to reshore
production is typically driven by the risks inherent in
long, globalized supply chains as well as a business need
to be more responsive to demand in home markets (Ben-
stead, Stevenson and Hendry, 2017; Choudhary et al.,
2023; Moradlou, Backhouse and Ranganathan, 2017).
By being close to major centres of demand, reshored
production facilities are less exposed to the vulnerabili-
ties of global supply chains including port closures, cli-
mate risks and geopolitical disruptions (Dey et al., 2022;
Gupta, Wang and Czinkota, 2021). Baraldi et al. (2018)
introduce the term ‘selective reshoring’ to indicate that
there are degrees of reshoring, moving across a spec-
trum from all production being located overseas to all
production being relocated to the home country. Build-
ing on this idea, Fratocchi and Di Stefano (2019) fur-
ther distinguish between two types of selectivity when
reshoring: in terms of width, when only some product
lines (e.g. only high-end products) are reshored; and in
terms of depth, when only some production phases (e.g.
only the assembly activities) are reshored (D1 Stefano,
Fratocchi and Merino, 2018). Some scholars have sug-
gested that the Covid-19 pandemic has led to a resurrec-
tion of localized modes of production with a significant
proportion of manufacturing, once located in China,
moving back to the United States and Europe (Hand-
field, Graham and Burns, 2020; van Hoek, 2020).

Nearshoring refers to the relocation of production
and supply to a country nearby where the focal firm
is headquartered (Piatanesi and Arauzo-Carod, 2019).
The primary motivation behind nearshoring is to gain
the lower-wage advantages of operating in countries
close to major centres of demand (i.e. Mexico for the
United States), while maintaining shorter supply chains
that can quickly respond to demand spikes. Foroudi
et al. (2022) cite a survey of 1200 multinationals based
in the United States, United Kingdom, France, Ger-
many and Italy, and find that less than 15% would con-
sider reshoring, while roughly 50% would relocate some
plants to neighbouring countries due to the dual cost

1265

savings and flexibility advantages that nearshoring has
to offer.

The second dimension of the manufacturing loca-
tion decision is the governance mode; or the decision
on whether to outsource production or perform the ac-
tivity in-house (Ellram, Tate and Billington, 2008; Gray
et al., 2013). This aspect of selecting a manufacturing
location is rooted in the ‘make-or-buy’ decision, where
a company’s strategic competencies are kept in-house
and the non-strategically important activities are out-
sourced (Medina-Serrano et al., 2020). While this cre-
ates a myriad of options such as offshored outsourcing
and nearshored insourcing, Gray et al. (2013) remind us
that governance mode is actually related to ownership
choice, as opposed to the manufacturing location deci-
sion. As such, this paper focuses on the geographical lo-
cation, as opposed to ownership aspects of the manufac-
turing location decision. In particular, this study aims
to fill a gap in our collective knowledge about how the
manufacturing location decision affects a firm’s ability
to embed ambidexterity in the supply chain and create
parallel supply chains that are both flexible and efficient.
Table 1 further highlights this gap in the literature since
none of the studies below investigate the role of manu-
facturing location decisions.

Methodology
Research design

The research design is based on a theory elaboration
approach, which refers to the development of new the-
oretical insights by contrasting, specifying or structur-
ing theoretical constructs and relations to account for
and explain empirical observations (Fisher and Agui-
nis, 2017, p. 438). Working abductively, we compared
the empirical evidence to organizational ambidexterity
theory and, when new concepts and relationships were
identified, we elaborated on the existing theory in an ef-
fort to achieve broader theoretical generalizations from
the findings (Ketokivi and Choi, 2014; Yin, 2014). The
study was grounded in the context of companies relo-
cating production facilities, product lines and sources
of supply, before and during the Covid-19 pandemic.
Our unit of analysis is the manufacturing relocation de-
cision.

Empirical evidence was collected from eight compa-
nies from the textile and apparel manufacturing indus-
try —selected because it is a sector characterized by glob-
alized supply chains that produce both commodity-type
products, requiring an efficient supply chain approach,
and high-end fashion products, requiring greater re-
sponsiveness and flexibility, thus reflecting the need for
ambidexterity. A cross-company comparison was used
to provide depth, in terms of within-company analysis,
as well as breadth, in terms of cross-company analy-
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sis. Regarding company selection, we applied purpose-
ful sampling, selecting companies that could provide an
in-depth understanding of the subject matter (Dubois
and Araujo, 2007). Companies were selected accord-
ing to whether they had relocated production facilities,
product lines or sources of supply from a previously
offshored position to a country where their headquar-
ters were located, while still maintaining the offshore
presence, reflecting a type of ambidexterity capability
(Table 2).

Following a replication logic (Yin, 2014), we looked
for firms headquartered in countries with strong apparel
and textile industries, and found three countries to have
particularly strong apparel and textile sectors — Italy,
Norway and the United Kingdom. According to Ngai
et al. (2014), the textile and apparel supply chain can
be divided into three sectors: textile production, apparel
manufacture and distribution/sales. We focus on the first
two parts of the supply chain, that is, textile production
and apparel manufacture, as these areas are relevant to
the manufacturing location decision, which is our unit
of analysis.

Data collection

Data collection was based on a triangulation strategy
(Yin, 2014) including primary data gathered from 22
field interviews, a focus group and secondary documen-
tation gathered from company annual reports and web-
sites. A total of nine interviews were conducted face-to-
face, and 13 were conducted online, both prior to and
after the pandemic start. We identified interview infor-
mants by selecting senior-level managers with at least
three years’ experience in their current role. The major-
ity of respondents had more than 10 years’ experience
in various roles at their company. Due to their senior-
ity and experience, the respondents had a high level of
understanding of the relocation of production facilities
and suppliers. Each interview lasted between 45 min-
utes and 1.5 hours. Interviews were conducted in the
native language of the company headquarters (Italian,
Norwegian or English). If not conducted in English, the
interviews were recorded and transcribed verbatim and
translated. The interview protocol used for data collec-
tion was developed primarily based on the literature re-
view and research gap, and was informed by our initial
conversations with the case companies (see Appendix 1).

The preliminary results from the interviews were fur-
ther validated using a focus group that consisted of 28
experienced practitioners from a wide range of indus-
tries (Table 3) (Wilkinson, 2004). The purpose of the fo-
cus group was to present the outcomes of the interviews
and assess the generalizability of the findings. The fo-
cus group was conducted online as part of an all-day
event that was scheduled at quarterly intervals for in-
dustry members of a research club at a leading UK uni-
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versity. Four members of the research team participated
in the focus group sessions, each facilitating and captur-
ing discussions using the breakout room function of the
Zoom software. The theme of the meeting was ‘Impacts
of global pandemics on supply chains’, which hence
supported the focus group discussion topic. Drawing
upon cross-sectoral expertise, we were able to evaluate
the results and discuss our propositions. Any counter-
arguments were captured and findings were adjusted.
During the focus group, the consensus on the interview
findings was discussed with the focus group participants,
which allowed us to corroborate, challenge and confirm
the responses.

The primary evidence was triangulated with sec-
ondary documentation gathered from company an-
nual reports, company websites, newspapers and news
databases, including Factiva, Bloomberg and Reuters.
This provided important corroboratory evidence on the
location of new facilities, and the product lines that were
relocated.

Data analysis

The interview and focus group data were analysed using
thematic analysis techniques (Braun and Clarke, 2006).
26 hours of interview recordings were collected and
transcribed verbatim, resulting in 120 pages of typed
transcripts. Interview data was analysed firstly within
the company and then compared across the companies,
using NVivo 11 software. During the thematic analy-
sis, a pattern-matching logic was adopted to code the
data, with similar passages of text grouped together
into codes and then appended to themes (Yin, 2014).
When passages of text were identified that did not eas-
ily fit the coding scheme, the authors assigned a new
coding category and affixed them to a new theme. To
enhance inter-rater reliability, a second member of the
research team repeated the pattern-matching process
(Armstrong et al., 1997). The coding scheme was com-
pared between the members of the research team and al-
tered in an iterative fashion until consensus was reached
on the key themes to emerge from the data (Braun
and Clarke, 2006). The coding template was revised un-
til the research team arrived at a final template that
provided a robust explanation of the findings (Eisen-
hardt and Graebner, 2007). The secondary documen-
tation was analysed using content analysis techniques
(Krippendorff, 2012). To enhance the reliability of the
findings, the research team established a chain of evi-
dence, including a case study protocol that meticulously
documented the steps taken during the data collection
and analysis process. After the thematic analysis, the re-
sults were presented to a cross-sectoral audience during
a focus group event. Although the findings were based
on the textile industry, there was consensus across vari-
ous sectors on the applicability of the main findings in
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Table 3. Focus group characteristics

Characteristics Rationale/aims/outcomes

e Participants: 28 e Evaluation of the results

e Companies represented: 13 e Confirmation of the four propositions

e Duration: 1 hour e Focus on items that were contradicting the results

e Researchers for data collection: 5 o Elaboration of applicability of findings to different
scenarios (industry/supply chain)

o Industries represented by participants: automotive, o Identification and capturing additional comments

food, logistics, consulting, FMCG manufacturing,
retail, fashion, aerospace, utilities, healthcare, banking

e Supply chain experience of participants: 5-40 years

15t Order Concepts

Concept: Cost as a motivation for offshoring
“Getting wool in Norway became extremely difficult... so we
needed to be in places where we could easily get raw materials,

Also, we started to experience that it was difficult to get workers

Source of data Aggregate Dimension

higher wages. Again adding to production costs...so, it just

* Secondary data, e.g..
company reports, news
articles

+ Company websites

in the region... and those few who were available demanded \ 2% Order Concepts

“We took the commercial decision to maintain our UK base
[...] we were still able to do a lot of the clever stuff, the R&D
and the sampling we could still do here, and that gave us the
advantage [ ...] we gave [customers] the opportunity to have a
faster response time with our sampling facilities.” (CEO at
Company7).

Concept: Multiple production lines geographically dispersed
“Currently, 5% of production is cairied out internally in Italy

* Zzt sel_m—suuctured didn’t make sense to continue producing here” (Production Synergies between offshoring Exploitati vt :
interviews . . N xploitation advantages o
. Manager at Companys). ©
+ Focus group with 28 & pany) (exp}mtat}on‘) and reshoring offshoring
participants Concept: Responsiveness as a motivation for reshoring

_________ \ AU

RQI: How can the
manufacturing location
decision support the
development of structural
ambidexterity in the supply
chain?

Theoretical constructs

*  Flexibility/responsiveness c . Innovati L - reshori

«  Efficiencylcosts oncept: Innovation as a motivation for ‘Teshoring

« Supply chain “Having an internal production line is very important for a
ambidexterity company like this which focuses on product innovation, so that

the R&D and Production departiments can work side by side, as
for the sports part, the products are constantly changing
because they are subject to technological innovation and must
meet the needs of consumers.” (CEO at Company2).

Concept: Advantages of maintaining both offshore and onshore
productions

Structural partitioning

*  Reshoring strategy « h : - : .
+  Offshoring strategy with Italian suppliers, the rest is still produced in China, Selectivity, with respectto Exploration advantages of
. Nearshon';xg strategy Thailand and Vietnam, with European (Eastern Europe and width and/or depth M reshoring/nearshoring
«+  Selectivity criteria- width Portugal) and Asian (mainly in China) suppliers” (CEO at

and depth selectivity Company2).

RQ2: To what degree does
supply chain structural
ambidexterity provide firms
with efficiency and

flexibility benefits?
L

“Re-shoring has a positive impact as communication is easier, | O\ l====----- b it 4
e.g. time zone. Where heavily offshored impacts v

especially during Covid-19 - can't just go and inspect Simultaneous persuasion of Benefits of structural
suppliers”... “those products that are not subject to a lot of offshoring and reshoring ambidexterity

change are likely to be offshored. We are so driven by cost we
have not considered the criteria that we should have properly
thought about. more technical items are more likely to be
nearshore andreshored.” Focus Group

Concept: Using spare capacity as a buffer to manufacture
products in different locations

“dlthough formal systems and practices were transferred,
[Cases] found it difficult to recreate innovation processes. The
China factory was not successful at producing its own designs
or intellectual property;, and the design function, R&D and
sampling operations remained in the UK. The Chinese
operation was however involved in sourcing. We used this
opportunity as a buffer in terms of excess capacity”. Production
Manager at Case 5

-

Production volume swapping

Figure 1. Data coding tree

different contexts. Figure 1 presents a data coding tree
that shows the data sources and theoretical constructs.
It also illustrates the hierarchy of concepts and the con-
nection from one hierarchy to the next by linking the
transcribed text to second-order concept and aggregate
dimensions. The first-order coding identifies and catego-
rizes data based on theoretical constructs, while emerg-
ing themes are based on the patterns in the data. Then
each aggregate dimension is linked to a research ques-
tion.

Findings
Exploitation advantages of offshoring

The findings suggest that, at one point in time, all the
companies in our study had followed an offshoring
strategy to achieve efficiency advantages for low labour
costs and/or to remain competitive with other compa-
nies that had previously offshored. For example, the
production manager at Company5 explained how the
high cost of production in Norway was the initial rea-
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son for his company offshoring production to China in
the early 2000s: ‘[The] cost of production became very
high and it was no longer possible for us to compete. Ac-
tually, in 2002, we went bankrupt, and moving produc-
tion to a low-cost country was the only way we could
stay in business.” The CEO of Company7 expands on
the cost drivers to offshore production as follows: ‘Chi-
nese selling prices were cheaper than our cost prices’ and
this was attributed to the favourable exchange rate that
meant China-made products were inexpensive, making
it difficult for UK production to compete. As a result,
Company7 decided to conduct an offshoring trial to as-
sess the feasibility of shifting its production to China,
which was later developed into a joint venture with a
Chinese company.

Interviewees explained that the significant cost dif-
ferentials between Western and low-cost countries stem
from access to cheap labour and raw materials, lower en-
ergy costs and government incentives in the host coun-
tries. For instance, the limited supply of raw materials
in Western countries was mentioned as an issue by the
Production Manager at Company5, as follows:

Getting wool in Norway became extremely difficult... so we
needed to be in places where we could easily get raw mate-
rials, Also, we started to experience that it was difficult to
get workers in the region... and those few who were avail-
able demanded higher wages. Again adding to production
costs... so, it just didn’t make sense to continue producing
here. (Production Manager at Company5)

The preceding quotes stress that the efficiency advan-
tages of greater access to human capital and material
inputs in low-wage economies was the biggest contribut-
ing factor behind offshoring at the time. In addition to
the cost of production, the shift in knowledge and ex-
pertise to other geographical locations such as China,
Turkey and other Eastern European countries was a
contributing factor in the offshoring decision. Whilst in-
terviewees admitted that dealing with offshored suppli-
ers can reduce the visibility/transparency in their sup-
ply chain, they explained how efficiency improvements
achieved due to the offshoring decision are still a signif-
icant part of the companies’ decision-making process:

Currently, 5% of production is carried out internally in
Italy with Italian suppliers, the rest is still produced in
China, Thailand and Vietnam, with European (Eastern
Europe and Portugal) and Asian (mainly in China) sup-
pliers. (CEO at Company?2)

The above findings were further validated by other
industry sectors during the focus group discussion. In
contrast to the cost and efficiency motivations for off-
shoring, the respondents explained how their reshoring
and nearshoring decisions were predominantly focused
on enhancing the responsiveness and flexibility of their
supply chain and operations.

H. Moradlou et al.

Exploration advantages of reshoringlnearshoring

All of the companies in our study engaged in a partial
or complete relocation of production and/or supply, ei-
ther before or during the Covid-19 pandemic. The re-
location decision was related to the physical movement
of facilities to a nearshored or onshored location. Dur-
ing the data analysis process, it emerged that the pri-
mary motivations behind the partial relocation of pro-
duction related to the exploration aspects of ambidex-
terity. Specifically, informants explained that they were
motivated by being quicker to market and more respon-
sive to demand, as well as searching for new sources of
knowledge and expertise in home markets. The Deputy
Head of Buying at Company§ claimed:

We are reactive and fast. A lot of our business is now UK-
based, which offers speed... It is about demand, if there is
demand for a particular colourway and we need it fast and
we have missed it with our programme in Pakistan, that is
where the United Kingdom will serve it. (Deputy Head of
Buying at Company?8)

Due to supply issues with offshoring during the pan-
demic, Company8 had to try and source woven prod-
uct (a material input not readily available locally) from
the United Kingdom. After significant search activi-
ties, Company8 managed to find a local UK factory,
who they worked with to meet their product require-
ments. This new opportunity was referred to as ‘invalu-
able’ by the CEO, and the local supplier is now consid-
ered of strategic importance in new product develop-
ment efforts. Similarly, the CEO at Company?2 explained
his company’s reasoning behind partially relocating pro-
duction during Covid-19 as follows:

Reshoring or proximity sourcing substantially cut lead
time, the time elapsed between the product idea and when
the product arrives on the store shelf or via e-commerce.
The market is changing, not only from the explosion of e-
commerce, so the lead time required is ever shorter. It is 40
days by ship [from China], but from another Italian manu-
facturer half a day by truck, while from another European
manufacturer a couple of days of transport, so it changes
alot. (CEO at Company?2)

Importantly, this respondent explained how his com-
pany segmented its product line, and subsequently par-
titioned its supply chain to deliver the different product
types. For example, his company moved the manufac-
turing of high-end products to Italy (5% of production),
while leaving the rest of production in China:

It allows a segmentation of the product, also offers more
refined lines with an ease in segmenting the distribution
of the products themselves. An Italian or proximity pro-
duction also shelters from geopolitical storms rather than
storms like today’s that hit the logistics part: if they block
production in a country and block it even in Italy, little
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change is noticed. The problem is noticed when reopening;
they form logistical funnels that extend previous lead times
required with exploding costs. (CEO at Company?2)

The Production Manager at Company6 explained
how his company followed a similar approach to
product-line segmentation. The company allocated the
production of low-cost standardized apparel to an off-
shored facility in China and nearshored the production
of high-end fashion products to a location in Lithuania:

Currently, about 75% of our production is in Asia, mainly
China. 25% is in Europe. We have just built our factory in
Lithuania, which opened in March 2020, just around the
lockdown in Norway. We are in a phase where we are mov-
ing more and more from Asia to Europe. The idea is not
that we will produce everything we have in the collection,
but we will produce all the high-end products here in Eu-
rope and keep the rest — standard items — in Asia. (Supply
Chain Manager at Company6)

Product segmentation is also evident in Companys§,
where UK-based suppliers are used for quick-to-market
products such as mini dresses, coats, leggings, cropped
tops for active wear; all trendy products linked to
celebrities. For other basic products, such as jogging
pants or hoodies, where the cut and product design does
not change significantly, suppliers from Pakistan and
Bangladesh are mainly used. The CEO at Companyl
explained how selective reshoring provided proximity
to his end customers, resulting in a significant reduction
in delivery lead time. He discussed his company’s close
collaboration with their major supplier Prada during
the pandemic as follows:

We worked with our customer directly for their produc-
tions without going through Italy. With the advent of the
pandemic, Prada required us to develop sample proto-
types directly here in Italy, because there was the period
for the technicians to be able to move initially to Romania,
for their made-in-Europe and non-made-in-Europe lines.
Since we were already collaborating in Romania, some of
their technicians are between Milan and Bergamo, they
took the opportunity and came here directly to Silusi to
sample. From May to October 2020 almost every day we
had 2 Prada technicians for the development of new prod-
ucts, new tests, small samples, samples. I have to say this has
helped us a lot with important client. (CEO at Company1)

Whilst these aforementioned companies selectively
reshored their production and supply, the Production
Manager at Company5 explained how his company
nearshored parts of their production activities from
China to Lithuania during the Covid-19 pandemic,
while keeping the production of low-margin, long-
lead-time, products in China. Similarly to the earlier
reshoring strategies, nearshoring allowed Company5 to
be more flexible to changes in the market and consider-
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ably cut down the lead time. Importantly, the move to
Lithuania allowed CompanyS5 to increase and decrease
its production and accommodate any volume swapping,
depending on fluctuations in supply and demand during
the pandemic:

Since our primary market is Norway, having production in
China or any Asian country made it difficult for us to re-
spond to changes in demand. But Lithuania is in the middle
of the European market with a short distance to the head
office in Norway... It makes logistics and communication
more efficient. It takes only two days to send a truck from
Lithuania to Norway... The total lead time of the produc-
tion plant is five days +/— one day. The production process
can be restructured quickly... A telephone call from the lo-
gistics manager in Norway to the plant may stop, change
or increase production... The production plant is also flex-
ible in that they can produce in relatively small, special-
ized quantity and in large quantity. (Production Manager
at Company5)

This nearshoring and flexible production strategy al-
lowed Company5 to minimize the demand and supply-
side impacts of Covid-19, while its competitors were
severely hit by the impacts of lockdowns and closed bor-
ders in China. The Production Manager went on to ex-
plain how their nearshoring approach gave his company
a point of strategic differentiation in the market:

Most of our direct competitors are producing in Asia,
during [the] pandemic, they struggled with deliveries. But,
that was not a problem for us because we continued with
production, and the border in Norway has been open for
trucks. As it takes only two days to send a truck from
Lithuania to Norway, this meant that we could easily re-
spond to the gap left by our competitors. Most of our com-
petitors have been talking about bringing production back
to Europe in the last 5-6 years, but they have been slow to
act. We realized that this is not just about cutting costs, but
sustainability, flexibility and quality are also important for
us. (Production Manager at Company5)

Respondents discussed another important factor in
the exploration dimension of ambidexterity — innova-
tion. Interviewees explained how reshoring provided
proximity to a new supply base in the home country and
increased opportunities for engagement with suppliers
to collaborate on new products and technology develop-
ment activities. The CEO at Company7 explained how
reshoring opened up opportunities to collaborate with
UK customers/suppliers on research and development
efforts:

We took the commercial decision to maintain our UK base
[...] we were still able to do a lot of the clever stuff, the R&D
and the sampling we could still do here, and that gave us the
advantage [...] we gave [customers] the opportunity to have
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a faster response time with our sampling facilities. (CEO at
Company7)

Similarly, the CEO at Company2 explained how
his company undertook exploration activities at their
reshored facility as they had access to highly knowl-
edgeable supplier teams as well as technical expertise
from local staff. This permitted buyer—supplier collab-
oration on new product and technology development
projects at the reshored facility:

Having an internal production line is very important for
a company like this which focuses on product innovation,
so that the Research & Development and Production de-
partments can work side by side, as for the sports part, the
products are constantly changing because they are subject
to technological innovation and must meet the needs of
consumers. (CEO at Company?2)

These quotes show how the companies adopted both
hybrid offshoring and reshoring/nearshoring strategies
simultaneously to benefit from exploration and ex-
ploitation advantages. To do so, the companies in
our study partitioned their supply chains where cost-
sensitive product lines are manufactured offshore to
capitalize on efficiency benefits, while the supply and
production of time-sensitive products were moved
closer to the home country. The benefits of structurally
partitioning the supply chain were discussed by the CEO
of Company]l as follows:

Currently we have seen that we have moments in which pro-
duction, especially in the face of special requests, must be
‘buffered’ thanks to Italian production, so our philosophy
will remain part Italian and part Romania. That is, more
precisely, this return to Italy alongside production in Ro-
mania. (CEO at Companyl)

The CEO of Company2 also perceived the manu-
facturing location decision as a dynamic set of strate-
gies that needed to be continuously re-evaluated and
examined to ensure fit with a constantly changing ex-
ternal business environment. Interviewees stressed how
reshoring was not a final decision, and that it is impor-
tant to constantly re-evaluate the shoring location, and
to build capability to shift/change location:

The reshoring process, as in general the process of geo-
graphic localization of the operations and sourcing, is con-
tinuous, because the structure of the company, the needs,
the distribution structure as well as the situation of the
sourcing in the world continuously change: markets that
open, sources that open and sources that close. (CEO at
Company?2)

Benefits of structural ambidexterity

Table 4 provides a cross-company comparison be-
tween various outcomes of both offshoring and

H. Moradlou et al.

reshoring/nearshoring decisions. In accordance with
Fratocchi and Di Stefano (2019), we have differenti-
ated the selectivity of the location decision in terms of
width (all products vs. some products) and in terms of
depth (entire production phases vs. parts of production
phases). Our findings show that the majority of the off-
shoring decisions, five out of eight cases, were made with
‘no selectivity’ of product lines or production activities,
meaning all manufacturing was relocated to a low-cost
country without any particular segmentation. The re-
maining three cases only offshored the low-cost items,
primarily targeting to move low-skilled jobs to develop-
ing countries, also depicted by the so-called ‘smile curve’
(Mudambi, 2008).

On the other hand, in terms of reshoring deci-
sions, four companies partially repatriated production
in terms of width, whereas two companies reshored in
terms of both width and depth, and only one company
brought all production back home. The cross-company
comparison indicates that product segmentation mainly
took place in terms of high-quality/high-end products,
and short product lifecycle products versus basic low-
cost items. This strategy helped companies to be more
flexible and responsive to the supply chain disruptions
by allowing better supplier communications, reduced
lead time, increased product innovation, co-location of
design and production, and better customization of fin-
ished goods.

Discussion

Our empirical evidence suggests that, despite signifi-
cant supply chain disruptions such as Covid-19, the
offshoring strategy remains a viable option for many
companies today, especially for cost-sensitive products.
This finding supports Barbieri et al. (2020), who argued
that Covid-19 will not render offshoring out-of-date or
invalidate the theoretical lenses that we have used in
the last 50 years. Hence companies who engage in oft-
shoring continue to benefit from exploitation by access-
ing low-cost labour and material inputs. Despite its crit-
ics (Sarkis, 2020; Van Hoek, 2020), offshoring continues
to be an effective option for low-cost products that ex-
perience limited demand fluctuation.

At the same time, Ellram, Tate and Petersen (2013)
argue that excessive offshoring can lead to a lack of
transparency which impacts both supply chain flexibil-
ity and responsiveness capabilities. This finding was sup-
ported by the CEO at Company2, who mentioned that
while offshoring allowed his company to be cost com-
petitive, it also meant they lost visibility of manufactur-
ing activities underway at suppliers in China. Hilletofth
et al. (2019) suggest that companies should not only
focus on offshoring or reshoring, but instead find the
most appropriate balance by continuously revising their

© 2023 The Authors. British Journal of Management published by John Wiley & Sons Ltd on behalf of British Academy of

RIGHTS L

Management.

858017 SUOWILLIOD A 111D 3|qeol [dde 8Ly Aq peusenob ke sajole YO 88N JO S9INJ 10§ Akeuq18UIIUO AB]IM UO (SUORIPUOD-PLR-SLLBYWIOD A8 | 1M ARIq1[BU1|UO//SdNY) SUORIPUOD pue SWie | 8u 885 *[1202/0T /2] Uo AriqiTauliuo A(IMm ‘owebieg IaeyseAlun A £G/2ZT TSS8-29FT/TTTT 0T/I0pA0D A8 M Ake.q1pulUo//SANY Woly pepeojumod ‘€ ‘%202 ‘TSS8L9YT


https://onlinelibrary.wiley.com/action/rightsLink?doi=10.1111%2F1467-8551.12757&mode=

Building Parallel Supply Chains

Table 4. Cross-company comparison
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Cross-company

Offshored production/suppliers

Reshored production/suppliers

comparison Pseudonym Selectivity Outcome Selectivity Outcome
Italy Companyl No selectivity. All Reduced labour and Width selectivity. Small Flexibility in terms of
production (design production costs batches of production volumes,
and prototyping kept high-quality and technologies and
in Italy) technical products materials
Italy Company2 No selectivity. All Reduced production Width selectivity. Reduced time to
production (design costs High-end products market. Process and
kept in Italy) are produced in Italy product innovation.
(5% of production) Reputation
advantage
Italy Company3 No selectivity. All Reduced production Width and depth Higher quality.
production (storage costs selectivity. High-end Customization
kept in Italy) items produced in opportunities.
Italy, but Shorter delivery
components bought times. Reduced
in China (lack of logistics costs
suppliers’
availability)
Italy Company4 Width selectivity. Reduced production No selectivity. All Higher responsiveness.
Lower-cost items costs production brought
(e.g. thick coloured back (some Higher customer
yarns) production phases loyalty
dismissed)
Norway Company5 No selectivity. All Reduced production Width and depth Increased response to
production costs. Uncertain selectivity. Spinning market changes.
quality for regular products Increased
still done in China, compliance to
and for high-end sustainability
products in the requirements
United Kingdom
Norway Company6 No selectivity. All Reduced production Width selectivity. Only Increased response to
production (design, costs high-end products demand. No
prototyping and (25% of production) significant change in
testing kept in production costs
Norway)
United Kingdom Company7 Width selectivity. Reduced production Width and depth Increased flexibility

Lower-cost items
(higher-value

products remained in

the United
Kingdom, as well as
design and
prototyping)

costs

selectivity. Price
points: mid/high
range produced in
the United
Kingdom; lower
range remains in
China. Market
segmentation:
production of
products to serve the
Eastern market
including Australia
and Western United
States remains in
China; some bought
Chinese fabrics used
for some UK
production

and responsiveness,
productivity
improvements,

co-location of design
and production,
enabling innovation
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Table 4. ( Continued)

H. Moradlou et al.

Offshored production/suppliers

Reshored production/suppliers

Cross-company

comparison Pseudonym Selectivity Outcome Selectivity Outcome
United Kingdom Company8 Width selectivity. Reduced production Width selectivity. Short Speed to market,
Lower-cost basic costs. product lifecycle increased flexibility
items (e.g. products: reacting to and responsiveness
loungewear, jogging Wider variety of trends/consumer
bottoms/hoodies); products demand (different
products that cannot product types).

be made in the
United Kingdom
due to production
capabilities (e.g.
woven products, as
the United Kingdom
is stronger in jersey
wear and woven not
as readily available)

Woven products

reshored due to
offshore factory
closures and demand
requirements during
pandemic

manufacturing setup based on future change. Our ev-
idence supports this approach, as the companies in
our study partitioned their supply chains to overcome
cost/flexibility trade-offs. The first step in partitioning
the supply chain was to segment product lines into
cost-sensitive and high-margin, short-lead-time items.
This would require companies to identify which activ-
ities they want to relocate, width versus depth selectiv-
ity (Fratocchi and Di Stefano, 2019). The cost-sensitive
items were manufactured by exploiting existing efficien-
cies at offshored production facilities, while the high-
margin, time-sensitive products were manufactured in
onshored or nearshored facilities to ensure a flexible re-
sponse to demand. This leads us to propose the follow-
ing:

Pla: Companies can achieve the synergistic benefits
of offshore efficiency and reshored/nearshored
flexibility by first segmenting their product lines
into low-margin, long-lead-time items and high-
margin, short-lead-time items, and then by con-
sideration of selectivity of production.

P1b: Selectivity, with respect to width (by product line)
and/or depth (by production phase), is an an-
tecedent for the development of an ambidextrous
supply chain.

The companies in our study used structural partition-
ing to create ‘parallel’ supply chains that deliver prod-
ucts based on the demand profiles of their products.
This finding builds on the work of Roscoe and Blome
(2019), by extending the focus from structurally parti-
tioning the manufacturing function to partitioning the
supply chain. Moreover, our findings build on a recent
study by Giliemes-Castorena and Ruiz-Monroy (2020)
which identifies that apparel industries can simultane-
ously capture multiple benefits by strategically segment-

ing suppliers and managing them differently. We sug-
gest that segmenting product lines and the supply base
is a necessary first step, but truly ambidextrous supply
chains need to go further by being structurally parti-
tioned to run in parallel according to product demand
characteristics. For example, Company5 maintained a
small proportion of manufacturing in China for its low-
margin product lines, while moving the bulk of its pro-
duction to Lithuania in order to service its primary
Norwegian market. Doing so allowed the company to
avoid border closures and plant shutdowns in China
during the Covid-19 pandemic and limited its exposure
to transportation blockages along sea and air routes be-
tween China and Norway. This leads us to propose:

P2: Parallel supply chains can be developed by struc-
turally partitioning production and supply ac-
tivities into offshored (efficient) and reshored/
nearshored (flexible) activities.

Our empirical evidence, supported by the focus group,
indicates that a combination of exploiting experiential
learning in offshored manufacturing sites and explor-
ing for new knowledge in reshored/nearshored facilities
with suppliers can enhance innovation activities. For ex-
ample, Company7 transferred the experiential knowl-
edge it gained from manufacturing alongside key sup-
pliers in China and combined this with new learnings
gained from research and development (R&D) efforts at
its UK plant. These knowledge synergies fed into Com-
pany7’s R&D process and supported its new product de-
velopment efforts. Similarly, in Company6, nearshoring
gave the company access to a talented labour pool and
new suppliers in the home market who became actively
engaged in R&D activities. This finding supports ear-
lier work by Stentoft, Mikkelsen and Jensen (2016),
Lampoén and Gonzalez-Benito (2020) and Theyel and
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Hofmann (2020), who found that companies that have
reshored manufacturing have invested more in manufac-
turing innovation and collaboration with suppliers on
new product and technology development efforts. The
benefits of exploration and knowledge search in home
markets are supported by Moradlou et al. (2021), who
show that reshoring decisions enable companies to im-
prove performance outcomes and innovative outputs.
Our research builds on these studies by finding that it is
the intentional combination of offshored and reshored
production that facilitates exploration activities. Specif-
ically, we found that the knowledge and information
gained from offshore manufacturing can be combined
with the new ideas and ways of working gained from
moving production and sources of supply to home mar-
kets. This leads us to propose:

P3: A parallel supply chain design facilitates innova-
tion activities by achieving synergies between the
experiential knowledge gained from exploiting ex-
isting ways of working and the exploration advan-
tages of working with new employees and suppliers
in home markets.

Another interesting finding was how several compa-
nies in our study deliberately embedded surge capac-
ity into newly established production facilities to al-
low the rapid transfer of production volumes in the
event of facility or border closures. To do so, compa-
nies had latent capacity on their production lines, that
could be switched on during a period of disruption
(such as Covid-19). For example, we found that Com-
panyl buffered its production volumes in Romania by
using excess capacity in its Italian facilities during the
pandemic. By building in ‘surge capacity’ in both plants,
Companyl could actively transfer production volumes
between plants when one location shut down due to
Covid-19 restrictions. In this example, production vol-
ume swapping acted as a ‘bridge’ between the offshored,
efficient supply chain and the reshored, flexible supply
chain. Although, in this scenario, the volume swapping
occurred from an offshore facility to a reshored facility,
depending on the geographical factors —such as location
of final market or place of disruption —and distinct ca-
pabilities in each facility, the spare capacities could be
utilized and volume swapping can occur in both direc-
tions (e.g. from reshored to offshored facilities). Thus,
we propose that production volume swapping creates
further synergies between parallel supply chains and fa-
cilitates supply chain ambidexterity:

P4: A parallel supply chain design that permits pro-
duction volume swapping between offshored and
reshored/nearshored facilities allows companies to
be responsive to supplier, facility and border clo-
sures during disruptive events.
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Drawing together the four propositions, we now ad-
vance an empirically informed framework to illustrate
a series of steps for developing a parallel, structurally
ambidextrous, supply chain design (Figure 2). The first
step in the framework is to partition the company’s
product line into low-cost commodity items and high-
margin, short-lead-time items. This can be both in terms
of width (meaning that specific product lines were relo-
cated) and in terms of depth (meaning that specific pro-
duction activities were relocated). As the second step,
the framework suggests that managers can look to struc-
turally partition their manufacturing facilities based on
these product lines and characteristics, with efficient,
low-cost items made in offshored locations overseas and
high-margin, short-lead-time items made in the home
country. In the third step, the company can combine the
experiential learning gained from working with offshore
suppliers and combine this knowledge with the novel
ideas that come from access to a new pool of labour
and suppliers in home markets. We propose that these
knowledge synergies facilitate R&D efforts and innova-
tive new product outputs. Finally, in the fourth step, the
framework proposes that a company can achieve struc-
tural ambidexterity in the supply chain by embedding
surge capacity in its offshored and reshored production
facilities. Production volume swapping allows compa-
nies to move between parallel supply chains to navigate
factory and supplier shutdowns and keep production
running in at least one facility at a time. By following
the four steps outlined here, we propose that companies
can achieve structural ambidexterity and build parallel
supply chains (Figure 2).

Conclusions and contributions

Organizational ambidexterity theory asserts that bal-
ancing exploitation and exploration activities in a com-
pany is a dynamic rather than static (end-state) pro-
cess (March, 1991). To be ambidextrous, companies
must constantly change existing knowledge processes
through experimentation and external search (Raisch
et al., 2009). We found the same to be true for the supply
chains in our study. The framework in Figure 2 depicts
an evolving process, where companies continue to ex-
ploit existing efficiencies in the manufacturing process,
while seeking new knowledge from suppliers closer to
home markets. To remain competitive, companies need
to constantly adapt their sourcing, production and dis-
tribution processes in order to remain flexible and re-
sponsive to an ever-changing external business environ-
ment. This includes revising search processes to iden-
tify suppliers that possess novel opportunities and new
knowledge, while experimenting with innovative prod-
ucts and technologies.
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During major supply chain disruptions
Organization’s need for building an efficient and
responsive/flexible supply chain
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Figure 2. Location ambidexterity framework

Theoretical contributions

Using a theory elaboration approach, this study has
built upon organizational ambidexterity theory in four
important ways. First, this paper builds on earlier stud-
ies (Adler, Goldoftas and Levine, 1999; Gibson and
Birkinshaw, 2004; O’Reilly and Tushman, 2013) regard-
ing structural partitioning within organizational bound-
aries to overcome cost/flexibility trade-offs. Expand-
ing upon the work of Roscoe and Blome (2019), we
suggest that structural partitioning can be extended
to the supply chain — allowing companies to over-
come the cost/flexibility trade-offs of offshored and
reshored/nearshored production. While there have been
a number of developments in the supply chain am-
bidexterity literature (see Table 1), these existing stud-
ies do not explain how ambidextrous capabilities are de-
veloped through the manufacturing location decision.
Our findings therefore address the call by Arlbjern and
Mikkelsen (2014) to provide further information on the
relationship between ambidexterity and the manufac-
turing location decision.

Second, we advance propositions on how companies
can structurally partition the supply chain, beginning
by segmenting product lines and then matching these

product lines to either a low-cost offshored supply chain
or a short-lead-time reshored/nearshored supply chain.
These findings contribute to a recent study by Bettiol
et al. (2023), who suggested that organizations can ben-
efit from multiple locations and react to the pandemic
by using company sites that are closer to major cen-
tres of demand. Our study further develops this idea
by examining how companies can simultaneously pur-
sue both offshoring and reshoring strategies to be more
ambidextrous and respond to disruptions. The findings
are likely to shape future research in the supply chain
management and international business fields because
it is evident that the manufacturing location decision is
not an either/or choice between offshored or reshored
production. Instead, our findings indicate that compa-
nies can use combinations of offshored/reshored and
nearshored designs, as well as other hybrid approaches,
where achieving an overall service offering that provides
flexibility and efficiency becomes the ultimate aim for
firms.

Third, we propose that companies can gain knowl-
edge synergies by combining experiential learning from
existing offshored production, with the new ideas and
ways of working from staff and suppliers in home mar-
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kets. We propose that these knowledge synergies can
lead to enhanced R&D efforts with suppliers and new
product development outputs. This finding answers the
call of Roscoe and Blome (2019) to investigate struc-
tural ambidexterity across multiple stages in the supply
chain.

Finally, we outline how companies can achieve am-
bidexterity in the supply chain by building surge ca-
pacity into offshored and reshored production facilities.
We propose that companies can use production volume
swapping to move manufacturing volumes between off-
shored and reshored facilities during disruptive supply
chain events, such as factory and border closures during
the Covid-19 pandemic.

Managerial implications

Our framework (see Figure 2) suggests that managers
can partition product lines, and the supply chains that
deliver these products to market, in different ways to em-
bed ambidexterity in the supply chain. The framework
is important to managers struggling with pressures to
reduce costs due to rising inflation around the globe,
while needing to deliver products to market quickly to
remain competitive in today’s turbulent business envi-
ronment. Managers contending with these issues will be
interested in the ideas provided here around segmenting
product lines’ width and depth and linking these seg-
ments to the offshored, nearshored and onshored pro-
duction facilities. Our findings provide managers with
industry examples of how to swap production volumes
between parallel supply chains to embed ambidexterity
in day-to-day operations, which allows companies to ex-
ploit efficiency and flexibility benefits simultaneously. In
addition, we suggest that through the knowledge search
activities that accompany reshoring/nearshoring initia-
tives, new R&D collaborations can occur with suppli-
ers in local markets, leading to innovative new product
offerings. Operating in home markets creates opportu-
nities to gain from the knowledge spillovers that occur
when suppliers collaborate in the new product and tech-
nology development process (Lawson and Potter, 2012).

We expect that our framework can change manage-
rial and firm behaviour by challenging the widely held
notion that the supply chain is a cost centre that needs
to constantly strive for efficiencies. The Covid-19 pan-
demic has shown the folly of such an approach because
while offshored production may be cost-efficient, if the
company cannot get stock onto store shelves it cannot
be sold. Flexibility, responsiveness to demand and re-
silience are now the key drives of global supply chain
designs (Handfield, Graham and Burns, 2020), and our
framework shows managers how to balance flexibility
and efficiency to create ambidextrous, and resilient, sup-
ply chains capable of handling the next major global dis-
ruption.

1277

Limitations and future research agenda

The results of this study should be viewed in light of
its limitations. We claim to make analytical, not sta-
tistical, generalizations with our findings. Future stud-
ies can achieve statistical generalizations by conduct-
ing a large-scale survey based on a greater sample of
companies in order to test the propositions we have
advanced here. This study is limited to investigating
the apparel and textile industries, which have unique
characteristics, including short product lifecycle, high
volatility, a high level of impulse purchase and exces-
sive globalization. We encourage future researchers to
examine the validity of our propositions and framework
in other industries, such as healthcare and pharmaceu-
ticals, aerospace and automotive, with different supply
chain properties, whilst taking into account the exter-
nal stakeholders and country-level environmental regu-
lations (Sena et al., 2022). Future researchers are also
encouraged to conduct replication studies with differ-
ent companies in different countries to validate or re-
fute our results. It may prove interesting for future stud-
ies to explore if other major supply chain disruptions,
such as the Ukraine—Russia war and tensions between
China and Taiwan (Moradlou ez al., 2020, 2021; Roscoe
et al., 2020), prompt nearshoring/reshoring or ‘friend-
shoring’ activities and the creation of parallel supply
chains with politically allied countries. In particular,
scholars are encouraged to investigate the SC resilience
from structural ambidexterity perspectives and link it to
other emerging topics such as environmental, social and
economic (ESG) perspectives (Choudhary et al., 2023;
Gupta, Wang and Czinkota, 2021).

Appendix 1

The interview protocol used for data collection during
the follow-up interviews conducted after the start of the
Covid-19 pandemic included the following questions:

1. Can you give a brief overview of the evolution of
your companies in terms of location and connected
make or buy decisions?

2. What were the main factors influencing your deci-
sion to reshore?

3. What lessons have been learnt from the reshoring
experience?

4. Will the company continue to manufacture offshore
and in the HOME COUNTRY?

5. Have you received support from the government to
manufacture in the HOME COUNTRY?

6. Do you think there are enough HOME
COUNTRY-based raw material suppliers to sup-
port your HOME COUNTRY business?

7. What are the main benefits and challenges of man-
ufacturing in the HOME COUNTRY?
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8. What are the main benefits and challenges of man-
ufacturing offshore?
9. Has offshoring impacted your company’s flexibility
and efficiency? How?
10. Has reshoring impacted your company’s flexibility
and efficiency? How?
11. What do you think has been key to the survival of
the company?
12. In the last year, a global pandemic has happened,
how has your company managed it?
13. Did having reshored before support you in manag-
ing the issues created by the global pandemic?
14. Are you considering new relocations (both off-
shoring and reshoring) now?
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