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What experienced operators are doing while everyone else argues about reshoring.



The End of the Cheap China Era

The Original Model

For more than three decades, the global sourcing
strategy was remarkably simple.

01

Find the lowest manufacturing cost

02

Move production to China

03

Scale

The model worked. Factories expanded. Supply chains
matured. Infrastructure improved. Manufacturing
clusters evolved into some of the most sophisticated
industrial ecosystems ever created.

Then Came the Disruptions

— Trade wars & Tariffs

— COVID-19 shocks

— Geopolitical tensions

— Nearshoring & reshoring campaigns

Suddenly, headlines began declaring the end of China's
manufacturing dominance. Yet something interesting
happened. Most experienced operators did not leave.
Instead, they adapted.



The Mistake Many Companies Made

Following the first wave of tariffs, many organisations reacted emotionally rather than strategically. The discussion
became binary.

China or Not China Reshore or Offshore East or West

The reality was never that simple. Manufacturing decisions should not be driven by politics alone. They should be
driven by economics, capability, risk, and execution.

Many companies discovered that relocating production created a new set of challenges rather than solutions:

Higher Labour Reduced Supplier Lower Longer

Costs Depth Manufacturing Qualification
Maturity Periods

Limited Engineering Support Reduced Production Flexibility

The cost savings they expected never fully materialised. The geography changed. The complexity remained.



What China Actually
Became

(@ The greatest misunderstanding of the last decade is the
assumption that China remains primarily a low-cost
manufacturing destination. It does not. China evolved. Today, its
greatest advantage is not cost — it is industrial density.

Within a few square kilometres, a manufacturer can often access an
entire ecosystem. This density is extremely difficult to replicate
elsewhere. Even when labour costs rise, ecosystem efficiency often
compensates for the increase.

Raw Materials & Components

Raw material suppliers, component manufacturers, and tooling
specialists all within reach.

Dgl Fabrication & Assembly

Fabricators, assemblers, and packaging providers operating in
close proximity.

/T\ Logistics & Infrastructure
|

World-class logistics infrastructure and engineering support
embedded in the ecosystem.




The New Sourcing Model

Experienced operators are no longer asking "How do we leave China?" — they are asking a fundamentally different
question.

"Which parts of our supply chain belong where?"

This distinction matters. The most effective sourcing strategies increasingly resemble portfolio management rather than
a single-geography decision.

High-Value Engineering 1

Products may remain in China where ecosystem
depth supports complexity.

2 Labour-Intensive Assembly

May move to lower-cost geographies where
labour arbitrage still applies.
Regional Distribution 3

Centres established closer to end customers for
speed and responsiveness.
4 Critical Components

Dual sourced to reduce concentration risk and
ensure continuity.

@ The objective is resilience, not relocation.



Why Relationships Matter More Than Ever

In Mature Supply Chains The Root Cause of Sourcing Failures
Pricing is rarely the primary differentiator. Many sourcing failures are incorrectly attributed to geography.
In reality, they stem from weak supplier relationships.
A '
CCeSS IS. Capacity Tightens
When capacity tightens, suppliers prioritise Suppliers prioritise customers they trust above all others.

customers they trust. When materials become

scarce, relationships determine allocation. When

engineering challenges emerge, collaboration Materials Become Scarce

accelerates solutions.
Relationships determine allocation when supply is

constrained.

Engineering Challenges Emerge

Collaboration between partners accelerates solutions.

The strongest procurement teams manage factories as
partners rather than vendors.




The Rise of Supply Chain Intelligence

The most sophisticated sourcing organisations are investing in visibility rather than simply pursuing lower costs. Supply
chains are no longer viewed as purchasing functions — they are viewed as strategic assets.

®

Supplier Concentration Geographic Exposure

Monitoring dependency on single sources across the Understanding where risk is concentrated

network. geographically.

Lead Time Volatility Inventory Risk

Tracking variability in delivery performance over time. Balancing stock levels against disruption probability.

Capacity Utilisation Logistics Dependency
Monitoring supplier headroom before constraints Identifying single points of failure in transport
emerge. networks.

The objective is not to predict every disruption. It is to identify vulnerabilities before they become crises.



The Hidden Cost of Reshoring

Reshoring discussions often focus on direct manufacturing costs. What is frequently overlooked are the hidden
transition costs that rarely appear in business cases with sufficient detail — yet often determine project success or
failure.

Qualification Costs

New suppliers require audits, approvals, and validation before a single unit can be produced.

Learning Curve Costs

2
New factories require time to understand product requirements, tolerances, and quality standards.
3 Quality Costs
Process maturity does not appear overnight. Defect rates and rework costs accumulate during ramp-up.
a Capacity Costs
Scaling production is often more difficult and expensive than simply starting it.
5 Opportunity Costs

Management attention diverted toward transition projects is no longer available for growth initiatives.



What the Best Operators Are Doing

The highest-performing sourcing organisations share several defining characteristics that separate them from those
driven by headlines and reactive decision-making.

O Avoid Supplier Dependency

Proactively managing concentration risk across the supply base.

& Maintain Strategic Inventory

Holding buffer stock where disruption risk justifies the carrying cost.

&A Develop Long-Term Supplier Relationships

Treating key suppliers as strategic partners rather than interchangeable vendors.

P Invest in Visibility

Building real-time intelligence across the supply network.

Focus on Total Landed Value

Because the cheapest supplier rarely delivers the lowest total cost.

G They diversify intelligently — and most importantly, they focus on total landed value rather than unit price.



The Future Is Neither China
Nor Reshoring

The future of global sourcing is unlikely to be defined by a single
geography. It will be defined by flexibility.

What It Does Not Require What It Does Require

— Abandoning China — Understanding
entirely where value is
created
— Complete reshoring
of all production — Understanding
where risk is
Reacting to every concentrated
geopolitical
headline — Adapting faster than

competitors

Companies capable of adapting supply chains faster than competitors
will possess a significant and durable advantage. The organisations that
master this balance will outperform those driven by headlines.




Final Thought
Adapt best. Not first.

The sourcing debate has become dominated by ideology. The best operators remain focused on economics. While
others continue debating whether China should remain part of the global manufacturing landscape, experienced supply
chain leaders are asking a different question entirely.

"How do we build resilient, intelligent, and adaptable sourcing networks capable of performing regardless of
geopolitical conditions?"

Resilient Intelligent Adaptable

Built to withstand disruption Informed by real-time data and Capable of reconfiguring faster

without catastrophic failure. strategic visibility across the than the competitive landscape
network. shifts.

That question is far more valuable. Because competitive advantage rarely belongs to those who react first. It belongs to
those who adapt best.
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