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Purpose: Despite COVID-19 disruptions and geopolitical tensions favoring supply chain
regionalization, Central and Eastern Europe (CEE) has failed to capture anticipated
manufacturing reshoring flows. This paper seeks to explain why and to introduce a conceptual
framework identifying the binding constraints to reshoring in post-transition economies.
Design/methodology/approach: We analyze relocation cases from the Eurofound’s European
Restructuring Monitor (ERM) and develop a multi-theoretical framework - Reshoring
Readiness Ladder (RRL), integrating transaction cost economics, the OLI paradigm, and global
value chain governance.

Findings: Eurofound data reveal a critical paradox: while CEE attracts manufacturing
relocations (intra-EMEA secondary relocations), none represent confirmed extra-EMEA-to-
CEE nearshoring. This pattern reflects a "CEE capability trap" - the region is too developed for
cost-based competition yet lacks ecosystem thickness for technology-intensive production.
Research limitations/implications: Our conceptual framework requires empirical validation
across sectors and CEE countries. The RRL framework provides a foundation for future
quantitative research on manufacturing location decisions.

Practical implications: Policy makers should abandon generic FDI attraction strategies and
focus on building specialized ecosystems in narrow domains, while companies should consider
staged relocation approaches co-locating engineering with production.

Originality/value: This paper introduces the RRL framework spanning four levels (institutions
— capabilities — ecosystems — strategic positioning) and demonstrates that not only formal
institutions but the broader ecosystem constitutes the binding constraint for CEE nearshoring
success.
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1. Introduction

Despite EU integration, geographic proximity to Western markets and improving
infrastructure, confirmed reshoring activities' to CEE remain limited, while companies mostly
optimized logistics, inventories, and multi-sourcing (Mtody, Fratocchi, 2022; Fratocchi et al.,
2014b; Stepien, Mtody, 2017). Although regionalization pressures (e.g. COVID-19, US—China
decoupling, Russia-Ukraine war proximity) should have boosted extra EMEA-to-CEE
nearshoring, hard evidence is weak. This paradox arises because CEE economies are too
developed to sustain durable cost-based competition vis-a-vis Asian locations, yet too thin
institutionally and ecosystem-wise - in terms of Industry 4.0 capabilities, dense supplier bases,
and specialized services - to anchor nearshoring. We label this configuration the CEE capability
trap, which explains why conventional push—pull logics fail to translate into relocations to CEE
(Marcinkowska, 2017; Pluta-Zaremba et al., 2024), even if it seemed plausible that this region
is natural post-transition reshoring destination'".

The paper pursues two linked aims: 1) to provide a systematic assessment of the scale and
nature of manufacturing backflows to CEE, distinguishing between first-stage offshoring into
the region and potential second-stage relocations; and 2) to develop a conceptual framework
that helps explain the conditions under which reshoring to post-transition economies becomes
feasible or constrained.

Our conceptual article offers a retrospective and critical reflection on the reshoring debate
in CEE by revisiting the earlier predictions through a multi-level lens, combining transaction
cost economics and the OLI paradigm with insights from dynamic capabilities, institutional
theory, global value chain governance, and path dependence. We introduce the Reshoring
Readiness Ladder (RRL) to explain why most CEE locations constitute binding constraints for
reshoring. Incorporating institutional, strategic, and capability-based explanations - it seeks to
identify structural barriers and contextual mismatches that limit CEE's attractiveness as
a destination for reshored manufacturing.

The paper proceeds as follows. Section 2 situates our argument within the reshoring
literature and outlines the theoretical lenses. Section 3 contrasts mid-2010s scenarios with
subsequent European and CEE evidence and diagnoses ecosystem deficits, policy
fragmentation, and strategic lock-ins. Section 4 presents the RRL, boundary conditions,

and research avenues. Section 5 concludes with implications for policy and managerial practice.
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2. Theoretical background

As classic models predict increasing international commitment with learning
(e.g., Uppsala), companies progressively deepen international commitment based on
accumulated knowledge and environmental adaptation (Figueira-de-Lemos et al., 2011).
Yet empirical evidence increasingly challenges this linear progression. Internationalization
often exhibits intermittency rather than persistence (Bernini, Du, Love, 2016), with frequent
instances of 'foreign exit' - reductions in international equity or export volumes (Cefis et al.,
2022). This reversal phenomenon aligns with Benito and Welch's (1997, p. 9) concept of 'de-
internationalization": any action reducing cross-border engagement. Manifestations include
international divestments (Boddewyn, Torneden, 1973) and various reshoring configurations -
back-shoring to home countries, near-shoring to home regions, or further off-shoring to
alternative locations (Fratocchi et al., 2014). These reconfiguration strategies gain prominence
as deglobalization (Garg, Sushil, 2018), de-internationalization (da Fonseca, da Rocha, 2022)
decoupling (Witt et al., 2023), and regionalization (Enderwick, Buckley, 2020) reshape
international business discourse. UNCTAD's (2020b) projection of four alternative trajectories
- diversification, replication, reshoring, and regionalization - directly addresses these shifts.
The regionalization scenario, involving what Barbieri et al. (2019) term 'second-degree
relocations' through nearshoring, theoretically positions CEE as natural destination for Western
European production previously offshored to Asia. Yet as our empirical analysis demonstrates
(presented in next section), this theoretical potential remains unrealized.

Over the past two decades, the global manufacturing landscape has undergone a significant
reconfiguration as companies increasingly reassess offshoring and consider reshoring options
(Li et al., 2024; Vanchan et al., 2018). This turn - catalyzed by shifting market requirements,
technological advances and shocks such as COVID-19 and geopolitical risk - should be read
not as a simple correction of past location choices, but as a broader reconsideration of how
production networks are conceived and governed (Nolke, 2022; Pegoraro et al., 2025),
with implications for reindustrialization and sustainability in home economies (Di Stefano
et al, 2024; Pylypenko, Herasymenko, 2022). Multi-theory approaches now consider
environmental and social criteria alongside economics, challenging cost-centric models and
linking relocations to policy regimes, regulatory predictability and political stability (Mclvor
et al., 2022; Di Stefano et al., 2024; Srai, Ané, 2016; Kwon, Hwang, 2023). Empirically,
reshoring reflects a dual mechanism: push factors in host locations (e.g. rising wages, political
risk, IP concerns, disruption) and pull factors at home (e.g. automation/Industry 4.0, skills,
supportive policy) (Kim, Chung, 2022; Kwon, Hwang, 2023). Industry 4.0 narrows labor-cost
differentials and increases the value of proximity to design, markets and innovation ecosystems
(Stentoft et al., 2024).
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The theoretical foundations of reshoring evolved from single-lens explanations to multi-
theoretical accounts combining transaction cost economics, the OLI paradigm, and dynamic
capabilities (Williamson, 1981; Dunning, 1980; Teece et al., 1997). Recent syntheses
emphasize complementarities among efficiency, market, and strategic-asset motives (Fratocchi
et al., 2016). Extensions highlight institutional voids that persist despite formal integration
(Khanna, Palepu, 2000) and global value chain governance showing how lead-company power
constrains reversibility (Gereffi et al., 2005). These lenses are particularly salient in post-
transition economies (Gotz, Jankowska 2022). Where institutional development is uneven,
supplier bases fragmented, and innovation systems immature, the theoretical logic for reshoring
may not readily translate into practical feasibility. A comprehensive framework must therefore
combine institutional theory (North, 1990) with the notion of capability voids and acknowledge
strategic ambiguity in policy and corporate communication when diagnosing why reshoring
may be attractive in theory yet unattainable in practice.

Despite advances, gaps persist. Much of the literature still privileges single lenses,
exploratory/case designs with limited generalizability, developed-economy sectors,
inconsistent definitions and a lack of longitudinal evidence (Li et al., 2024; Bornert, Musolino,
2024; Pegoraro et al., 2025; Siddiqui et al., 2024). This motivates a more contingent
theorization that integrates heterogeneity, industry specifics and evolving sources of advantage,
and that recognizes qualitative motives alongside economic calculus (Fratocchi et al., 2016).
In the CEE context, however, mainstream assumptions of reversibility are problematic:
deteriorating Asian conditions plus improved home capabilities have not yielded broad
relocations. Drawing on semi-periphery theory and dependent market economies, we posit that
CEE is simultaneously too developed for durable cost competition and too thin institutionally

and ecosystem-wise for capability-led reshoring.

3. Why reshoring did not happen in CEE: from scenarios to structural,
institutional and strategic barriers

Mid-2010s reshoring scenario assessments for WE and CEE envisaged three broad
pathways, back-reshoring to Western home countries, near-reshoring to CEE, and further
offshoring to lower-cost locations (e.g., Mtody, 2016). Those scenarios primarily considered
reshoring by Western European lead companies rather than by CEE companies, as these
projections anticipated that CEE would capture meaningful reshoring flows as companies
balanced cost and market access. The subsequent divergence between prediction and reality
requires a deeper diagnosis of why relocations did not materialize on a scale and how this gap

maps onto three interlocking barrier sets.
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Previous assumptions proved problematic. First, assessments overestimated manufacturing
ecosystem fungibility, treating locations as substitutable based on factor costs while
underweighting ecosystem depth and embedded capabilities (Sturgeon et al., 2008). Second,
they under-valued capability hierarchies in GVCs: market forces alone were expected to move
CEE from assembly to comprehensive manufacturing, whereas GVC governance often
produces functional lock-ins that limit the mandates of subordinate partners (Gereffi,
Humphrey, Sturgeon, 2005; Ponte, Sturgeon, 2014). Third, they misread policy readiness,
implicitly presuming the “embedded autonomy” needed to devise and sustain long-horizon
industrial strategies - capacity that remains uneven in post-transition settings (Evans, 1995;
Bohle, Greskovits, 2012). This amounts to a misspecification: CEE’s theoretical potential
(proximity, EU membership, educated workforce) has not translated into practical readiness
(in terms of ecosystem depth, innovation capacity, strategic autonomy) (Plank, Staritz, 2013).
The pattern aligns with the dependent market economy thesis, whereby formal integration
masks persistent capability deficits and constrained strategic agency (Nolke, Vliegenthart,
2009).

Our evidence draws on relocation decisions recorded in Eurofound’s European
Restructuring Monitor (ERM), covering cases announced and/or implemented between 2002-
2024. We restrict the sample to manufacturing and classify each observation as first-stage
offshoring and second-stage relocation (based on the origin—destination pair and company
footprint prior to the move)'!. Eurofound's comprehensive database (Table 1) reveals patterns
fundamentally contradicting regionalization scenarios. The data reveal a critical pattern: while
the database records some nearshoring cases overall, after disaggregation and cleaning, we find
no confirmed extra-EMEA-to-CEE nearshoring cases in ERM. The cleaning process involved
excluding cases where companies merely expanded existing CEE operations, distinguishing

genuine relocations from Asia from intra-European movements.

Table 1.

Manufacturing relocation patterns by destination and type"”
Relocation decision EE EE Intra Intra n.c. | WE WE Total

increase | reduction | EE WE increase | reduction

Backshoring 3 16 2 73 - 8 27 129
Further offshoring 2 27 - - - 1 124 154
Nearshoring - 6 - - - 2 35 43
Offshoring 708 16 36 106 8 34 155 1063
RTC 284 19 63 139 24 1 29 559
Total 997 84 101 318 32 46 370 1948

Source: Analysis of Eurofound data, authors’ calculations.

Table 2 shows 708 first-stage offshoring cases (543 intra-EMEA + 165 extra-EMEA) and
indicates that CEE captures initial offshoring rather than second-stage returns from distant
locations. Table 2 is a drill-down of the EE-increase bucket from Table 1, disaggregating first-

vs second-stage flows.
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Table 2.

Detailed relocation flows to Eastern Europe by stage and origin
Relocation decision Stage EE increase
I step relocation:
Offshoring Intra EMEA First 543
Offshoring from Extra EMEA First 165
11 step relocation:
RTC intra EMEA Second 284
Backshoring intra EMEA Second 3
Further offshoring from Extra EMEA Second 2
Total 997

Source: Analysis of Eurofound data, authors’ calculations.

This pattern - lack of genuine extra EMEA/Asia-to-CEE nearshoring (as indicated
in table 1) - directly contradicts both academic predictions (Mtody, 2016), UNCTAD's (2020)
regionalization scenario and policy expectations following COVID-19 supply chain
disruptions. CEE attracts first-stage offshoring but fails to capture second-stage nearshoring
from distant locations. The 284 RTC cases require careful interpretation - these represent
secondary relocations within the EMEA region - companies already operating in one EMEA
country moving to another. However, detailed analysis suggests these are predominantly moves
of Western European headquartered companies from higher-cost CEE countries to lower-cost
ones, rather than the anticipated Asia-to-CEE nearshoring flows.

The CEE capability trap translates into three interlocking barriers that explain why Asia-to-
CEE nearshoring failed to materialize. These barriers concern: (1) the technology-ecosystem
gap undermining productivity gains, (2) institutional fragmentation reducing investor
confidence, and (3) strategic lock-ins within global value chains that constrain functional
upgrading. We discuss each barrier in turn.

At the core is a technology-ecosystem gap: robot density in major CEE economies remains
far below WE benchmarks, and adoption of advanced Industry 4.0 is markedly lower
(IFR, 2023). Technology deficit directly undermines any productivity gains that could offset
CEE's higher labor costs relative to Asia (Szalavetz, 2019; Elteté 2019). Moreover, thin supplier
bases and scarce specialized services (tooling, testing, certification) limit just-in-time
orchestration, even in ostensibly strong sectors like automotive (Pavlinek, 2018, 2020;
Becicova, Blazek, 2015). The development of Industry 4.0 technologies - including automation,
robotics, digital twins, and artificial intelligence - may render reshoring economically viable,
as automation and digitalization reduce the importance of low labor costs and enhance supply
chain resilience (Yaqub, Alsabban, 2023). Literature reviews indicate that these technologies
enable more flexible and integrated production management, thereby increasing the
attractiveness of locations closer to end markets (Farboodi et al., 2024). Although a meta-
analysis of empirical studies shows mixed effects of automation on reshoring decisions
(Pinheiro et al., 2023), specific implementations of Industry 4.0 technologies report significant
operational gains (e.g. reduction in cycle time, decrease in defect rates) which indirectly support

the economic rationale for reshoring (Damasceno et al., 2024).
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These ecosystem weaknesses are further amplified by institutional fragmentation that
undermines investor confidence. Although formal institutions exist across CEE, their quality
and predictability fall short of requirements for long-horizon manufacturing investments.
Electoral cycles drive frequent policy revisions that elevate perceived risk, preventing the stable
industrial strategies necessary for complex manufacturing to take root (North, 1990; Bohle,
Greskovits, 2012). Inconsistent regulatory enforcement and lengthy administrative timelines
increase compliance costs for technology-intensive activities (Kwon, Hwang, 2023).

Compounding these structural and institutional barriers, strategic lock-ins prevent the
transformative changes necessary for reshoring. Companies facing shifting global costs
increasingly pursue incremental optimization through automation, multi-sourcing,
and inventory buffers rather than fundamental footprint reconfiguration (Cohen et al., 2017).
Global value chain governance reinforces this inertia as buyer-driven chains and capability
hierarchies constrain subsidiary mandates, creating functional lock-ins that prevent upgrading
beyond assigned roles (Gereffi, Humphrey, Sturgeon, 2005; Ponte, Sturgeon, 2014).

These three barriers converge to reinforce the CEE trap. The trap's economic dimension
manifests in an untenable positioning: manufacturing labor costs are much below Western
European levels, seemingly attractive for nearshoring. Yet these same costs exceed Asian
benchmarks (e.g., Vietnam, Bangladesh) (Eurostat, 2024; European Commission, 2025).
This intermediate position creates a “valley” where CEE is simultaneously too expensive for
pure labor-cost arbitrage from Asia while lacking the Industry 4.0 capabilities and ecosystem
density necessary for productivity-based competition with Western Europe. Without advanced
automation to offset wage differentials, stable institutions to attract patient capital, or strategic
reorientation toward capability building, the region remains locked in the CEE capability trap -
a self-perpetuating cycle where incremental adjustments substitute for the transformative

relocations that regionalization pressures should theoretically produce.

4. Toward a post-transition theoretical lens: the Reshoring Readiness
Ladder (RRL)

Three decades after the socialist-to-market transition, CEE economies face a paradox that
mainstream frameworks struggle to explain. While transition economics anticipated
convergence through liberalization and institutional reform (Kornai, 2006), the reshoring
experience reveals that formal EU integration and substantial FDI have not automatically
produced the capability depth required for Industry 4.0-intensive manufacturing. The dependent
market economy thesis (Nolke, Vliegenthart, 2009) helps explain this persistence but offers
limited guidance on escaping subordinate value-chain roles.
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The empirical patterns demand reconceptualization. We propose the Reshoring Readiness
Ladder (RRL) - a framework explaining structural barriers to regionalization in post-transition
economies. Our framework differs from existing readiness assessments (e.g. OECD FDI
Restrictiveness Index) by capturing dynamic capability accumulation rather than static
institutional metrics.

Building on the barriers identified in the previous section, we conceptualize Reshoring
Readiness as an emergent property arising from the interaction of four progressive dimensions:
institutions (I), capabilities (C), ecosystems (E), and strategic positioning (S). Rather than
viewing these as independent factors, we see them as interconnected layers that build upon each
other, creating a developmental ladder from basic market functioning to innovation leadership.

Level 1 - institutional foundations (I) establish the essential preconditions for any modern
manufacturing operation. Most CEE EU members formally comply with Level 1 requirements
in terms of legal frameworks and macroeconomic stability. However, formal compliance does
not automatically translate into effective credibility. Investors perceive high volatility due to
frequent policy shifts, selective enforcement, and unpredictable administrative practices.
Thus, while L1 foundations are legally in place, their credibility remains fragile, reducing the
long-horizon certainty needed for complex manufacturing investment. In this sense,
CEE countries are formally at Level 1 but often functionally below the effective threshold
of L1 maturity.

Level 2 - capability building (C) emerges when locations move beyond routine assembly
toward more complex operations. This transition requires technical education systems aligned
with automation needs, local suppliers progressing from build-to-print to build-to-spec
manufacturing, and rising company-level absorptive capacity for new technologies (Cohen,
Levinthal, 1990; Szalavetz, 2019). This level responds to the skills and absorptive-capacity gaps
identified among structural ecosystem deficits (e.g. selected automotive clusters in CEE
demonstrate partial Level 2 characteristics).

Level 3 - ecosystem development (E) materializes when dense networks of specialized
capabilities create self-reinforcing advantages that transcend individual company efforts.
Mature ecosystems feature specialized service providers for tooling, testing, and certification
and active university-industry collaboration generating joint intellectual property (Porter, 1998;
Etzkowitz, Leydesdorff, 2000). This level directly addresses the structural ecosystem thinness
that constrains CEE's reshoring potential.

Level 4 - strategic positioning (S) represents the apex where locations shape global industry
standards rather than merely participating in established value chains. These regions host lead
companies that orchestrate global production networks, repeatedly introduce innovations that
reset industry benchmarks, and possess distinctive specializations recognized worldwide
(Gereffi et al., 2005). This level transcends the strategic inertia and cognitive lock-ins discussed
in Section 3, requiring locations to define rather than follow industry trajectories. Probably
no CEE location has achieved comprehensive Level 4 status (benchmark regions like Baden-
Wiirttemberg in automotive).
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The progression is non-linear: achieving Level 2 does not guarantee Level 3 emergence, as

ecosystem development requires critical mass effects that policy alone cannot generate.

The relationship between these levels and our earlier analysis of barriers reveals why

CEE struggles with reshoring. Institutional ambiguity undermines Level 1 stability, capability

gaps prevent solid Level 2 achievement, ecosystem thinness blocks Level 3 emergence and

strategic inertia preclude Level 4 aspirations. To diagnose where specific locations stand,

we identify observable signatures for each level (Fig. 1).

/Level 1: Institutional foundations (I) \
e  Rule of law & predictable regulatory environment
e  Basic infrastructure & functional factor markets
e  Stable legal regimes & contract enforcement
e Macro-policy credibility & EU integration

The diagnostic question: can extra-EMEA companies confidently
project stable operating conditions when considering CEE

\ nearshoring?

Level 2: Capability building (C)
e  Skills beyond routine tasks
e  Supplier upgrading: build-to-print — build-to-spec
e  Continuous improvement & digital operations
e Rising firm-level absorptive capacity

/
~

The diagnostic question: are capabilities genuinely deepening through
learning-by-doing?

CAPABILITY

TRAP

Level 4: Strategic positioning (S)
Distinctive specialisations & innovation leadership
Lead-company/orchestrator roles in GVCs
Regional niches with global recognition
Governance of value-chain segments

The diagnostic question: can the location anchor specialized value
chain segments that resist further offshoring?

Figure 1. The Reshoring Readiness Ladder (RRL).

Source: own elaboration.

-

progression mechanisms

~

Dynamic capability

SENSING:
Monitoring Asian cost
escalation vs CEE
productivity gaps
Early warning systems
for supply chain
disruptions
Mapping ecosystem
readiness for specific
value chain functions

SEIZING:
Co-location of Western
engineering teams with
CEE production
Staged capability
transfer programs
Risk-sharing
agreements between
lead companies and
CEE suppliers

RECONFIGURING:
Breaking Asian supplier
lock-ins through
modular redesign
Transformation of cost-
plus procurement to
capability-based
sourcing
Creation of "bridge
organizations"

(e.g., shared
certification centres

J
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Understanding how locations advance between levels requires examining both the
mechanisms enabling progression and the contextual factors shaping their effectiveness.
Drawing on dynamic capabilities theory (Teece et al., 1997), we identify three interconnected
processes driving upward movement: sensing, seizing and reconfiguring.

Sensing involves systematically recognizing opportunities and threats through strategic
intelligence gathering: industry foresight exercises anticipating technological shifts, lead-
company road mapping aligning supplier development with future needs, and monitoring global
best practices. Effective sensing prevents locations from being blindsided while identifying
capability development windows. Seizing requires mobilizing resources to capture
opportunities before windows close: forming coalitions that combine patient capital with
coordinated training, using mission-oriented procurement to stimulate capability development,
and creating demonstration projects that prove feasibility to skeptics. Successful seizing often
requires overcoming coordination failures that plague fragmented institutional environments.
Reconfiguring enables locations to abandon obsolete practices and build new advantages
through institutional learning that improves policy design, company-level unlearning of cost-
only competition models, and ecosystem brokers that facilitate knowledge flows between
otherwise disconnected actors.

These mechanisms, however, operate on fundamentally different timescales, creating the
temporal trap identified earlier. Companies make location decisions on few year horizons,
political cycles rarely exceed 4-5 years (Zhao et al., 2023), yet ecosystem development unfolds
over decades (Salamatov et al., 2021). This mismatch explains why policy interventions often
disappoint: they promise transformation on political timescales but deliver results on
evolutionary ones. Extended timescales underscore why short-term policy horizons prove
particularly problematic.

The ladder's application may vary significantly across contexts, making boundary
conditions essential to specify. Besides, geographic heterogeneity within CEE suggests
selective rather than uniform upgrading metropolitan clusters with existing strengths show
greater L2—IL3 progression potential than peripheral regions starting from scratch.
Path dependence creates both opportunities and constraints-regions specialized in assembly
face substantial switching costs when attempting functional upgrading, as established
competencies and mental models resist change (Pavlinek, 2020; Martin, Sunley, 2006).
This reinforces the value chain subordination lock-in identified by Grodzicki & Geodecki
(2016), whereby integration as efficient assemblers paradoxically constrains advancement.
Building on this framework, we advance three propositions connecting theoretical development
to testable empirical claims, followed by our framework's contributions to existing theory.

1) In post-transition economies with basic institutional foundations (L1), ecosystem

thickness (L3) rather than institutional quality constitutes the primary barrier to

advanced manufacturing attraction (binding constraint).
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2) Manufacturing reshoring probability increases when multinational companies co-locate
R&D facilities with production (engineering co-location).

3) Regions achieving L3 readiness in narrow specializations demonstrate higher reshoring
success rates than those pursuing broad-based upgrading strategies (specialization
advantage).

These propositions require empirical validation across sectors, periods, and contexts,
suggesting research designs ranging from matched comparisons to event-history analyses.
The RRL framework advances reshoring literature through several contributions.
First, it synthesizes dynamic capabilities with the literature on institutional voids (Khanna,
Palepu, 2000; Szalavetz, 2019) to explain development under partial institutional conditions -
formal institutions alone are insufficient without complementary informal institutions and
intermediaries that emerge through repeated interaction. Second, by incorporating global value
chain governance (Gereffi et al., 2005; Ponte, Sturgeon, 2014), the framework highlights how
positional constraints hinder functional upgrading within existing chains proves harder than
developing new specializations, as governance structures resist role redefinition, reinforcing
value chain subordination (Grodzicki, Geodecki, 2016). Third, drawing on economic
geography insights on cluster stickiness (Martin, Sunley, 2006) and institutional thickness,
it explains why established locations retain advantages despite cost convergence. By identifying
concrete progression pathways, the framework offers cautious optimism, suggesting that
successful CEE reshoring (mainly nearshoring) requires more than correcting market failures.
In this way proposed framework the offers analytical clarity and practical guidance for

sustained upgrading.

5. Conclusions and implications

Our multi-level analysis reveals that CEE's failure to capture nearshoring flows despite
regionalization pressures is not a failure of policy but a structural paradox. Policy volatility
matters, but without ecosystem depth even stable regimes won’t attract complex relocations.
The RRL framework replaces generic attraction narratives with structured progression.
Most CEE economies have not reached the ecosystem maturity (L3) where complex relocations
become both viable and repeatable. The promise of proximity will transform into production
reality in CEE only when patient policy meets pragmatic business strategy on the long climb
toward capability maturity. Until then, the region's manufacturing renaissance remains
an aspiration waiting for its foundation. For nearshoring specifically, CEE countries must
abandon generic attraction strategies and focus on building specialized ecosystems in narrow
domains where they can achieve Level 3 readiness. Our RRL framework contributes to

reshoring theory by (1) moving beyond binary push-pull models to multi-level readiness
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assessment, (2) identifying ecosystem thickness rather than institutional quality as the binding
constraint in post-transition economies, and (3) explaining why proximity and formal

integration fail to generate expected nearshoring flows.
Policy implications

Four priorities emerge. First, simplify and stabilize the policy landscape - reduce the number
of instruments, specify clear service standards, and guarantee continuity across political cycles.
Second, invest in connective infrastructure - technical systems and institutional support.
Third, link incentives to measurable capability gains - support should reward suppliers who
graduate from build-to-print to build-to-spec. Fourth, extend time horizons through mission-
oriented programs - multi-year procurement commitments can create the patient capital that
ecosystem development requires. The EU holds a unique lever: cross-border ecosystem
integration. Besides, existing EU instruments could support RRL progression through various
mechanisms, e.g. Digital Innovation Hubs for technology transfer, Horizon Europe's Widening
Actions for capability building in peripheral regions, the European Chips Act for mission-
oriented ecosystem development, and Recovery and Resilience Facility funds for strategic

infrastructure investments (European Commission, 2021-2023).
Managerial implications

The RRL suggests practical strategies that preserve future options while reducing risk.
The first approach involves designing for staged relocation. By modularizing products and
processes, complexity can migrate in manageable waves. During this phase, the company runs
intensive supplier-development programs focused on changeover efficiency and yield
improvement. Only after suppliers demonstrate specific capabilities do motor and control
systems follow. This transforms reshoring from a single decision into a sequence of measured
steps. The second approach requires co-locating engineering talent with production.
Procurement contracts should reflect this logic, rewarding capability development alongside
cost reduction through shared improvement gains and milestone-based commitments.
CEE suppliers pursuing upgrades should specialize deeply in narrow capabilities and
demonstrate progress through verifiable metrics.

Limitations and avenues for future research

Our conceptual framework requires empirical validation - we proposed diagnostic
signatures for each RRL level but avoided numerical scoring to prevent false precision. Besides,
we acknowledge that our analysis treats CEE as relatively homogeneous, while significant sub-
regional and sectoral diversity exists across the region. Advanced manufacturing clusters in the
Czech Republic or Western Poland demonstrate different readiness levels than peripheral areas
in Romania or Bulgaria. Future applications of the RRL framework should account for this
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heterogeneity through differentiated sectoral and sub-regional analyses. Additionally,
the temporal scope may be insufficient to capture delayed reshoring responses to recent
geopolitical disruptions (post-2019). Three research priorities stand out. First, researchers
should develop practical diagnostic tools - combining structured interviews, document analysis,
and observable indicators. Second, proposed hypothesis needs empirical testing.
Do investments in technical infrastructure and intermediaries generate better outcomes in terms
of reshoring examples than generic institutional improvements once basics are satisfied?
Does co-locating engineering with production measurably increase relocation probability after
accounting for costs? Matched comparisons and event-history analyses offer feasible
approaches. Third, the temporal dimension deserves focused attention. Which policy
instruments successfully extend planning horizons beyond electoral cycles? How do
government initiatives interact with company-level sequencing strategies? Understanding these
dynamics could reveal how incremental gains compound into ecosystem transformation rather
than dissipating with each political transition.

The reshoring paradox in CEE reveals fundamental misalignments between theoretical
potential and practical readiness. Our analysis demonstrates that successful manufacturing
relocation requires more than geographic proximity or cost advantages - it demands ecosystem
maturity, institutional stability, and strategic vision operating on generational timescales.
The RRL framework provides both diagnostic tools and development pathways,
but its implementation requires patience and sustained commitment beyond typical policy
cycles. As global value chains continue to reconfigure, CEE's ability to capture reshoring flows
will depend not on competing for yesterday's advantages but on building tomorrow's
capabilities. The journey from peripheral assembly platform to integrated manufacturing hub
remains challenging, yet the framework presented here offers a roadmap for those willing to

undertake this transformation.
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Footnotes

I Reshoring is an umbrella term for the return of previously offshored activities. It includes both
back-reshoring (relocation to the company’s home country) and nearshoring (relocation to
a geographically closer third country). The literature also recognizes further offshoring
(to another low-cost location) and relocation to a third country - RTC within the same macro-
region (Fratocchi et al., 2014; Barbieri et al., 2019).

i We distinguish between "post-transition" - referring to CEE's completed institutional
transformation from planned to market economies - and "semi-peripheral" - denoting the
region's intermediate structural position in global value chains between core economies
(controlling technology and capital) and peripheries (providing basic inputs). CEE has
achieved post-transition status through EU integration and market reforms yet remains semi-
peripheral in its functional specialization as an assembly platform. This dual characterization
may explain why formal institutional convergence has not translated into the deep capabilities
required for Industry 4.0-intensive reshoring.

il Manufacturing (NACE C) cases from ERM (2002-2024); ERM events are derived from
media-sourced narratives. Under our coding scheme, we identify no unambiguous cases of
extra-EMEA-to-CEE nearshoring duplicates removed. ERM entries do not always allow a full
reconstruction of prior locations in second-stage relocations, so such flows may be
underestimated. RTC = Relocation to a Third Country (secondary relocation within EMEA).

Vv Definitions: WE = Western Europe; EE = Eastern Europe/CEE; n.c. = not classified;
Backshoring = relocating production to the home country; Nearshoring = relocating to a third
country within the home region (e.g., company from CEE / Western Europe — China —
CEE); Offshoring = relocating to a distant region (e.g., Western Europe — Asia or CEE);
RTC (Relocation to a Third Country) = second-stage relocation within EMEA (e.g., WE —
CEE or CEE — CEE).



