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Abstract 

The objective of this paper is to identify the key challenges that firms may encounter 

both upstream and downstream their supply chains when going global and analyze how 

to overcome them. To achieve our objectives we conducted an expert workshop with 10 

Spanish multinational firms coming from different sectors (e.g., textile, automobile, 

food, energy) and analyzed the challenges these firms faced when going global. We 

provide an integrative framework of challenges that includes upstream and downstream 

flows.  In addition, for each challenge we have identified strategies and/or practices that 

help to overcome them. Our findings suggest that the role of organizational learning is 

key in the internationalization process. Learning through own previous experiences 

helps to overcome the barriers that the internationalization process entails. Our paper 

has two main contributions: First, to provide a set of specific guidelines that can be 

useful for managers when making their supply chains global so that they are able to 

both identify challenges and barriers in advance and be aware of the different strategies 

they can apply to mitigate them. Second, the paper extends previous literature with 

respect to the identification of global supply chain challenges.  
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1. Introduction 

The success of a country’s economy is strongly linked to the success of its companies to 

grow and develop in a global economy (Mendoza and Vives, 2008). Furthermore, 

taking into account the current global economic crisis, experts such as the President of 

CIE Automotive or the CEO of Santander see the globalization of firms’ operations as 

key in order to overcome the crisis. However, going global implies that supply chains 

are not local anymore. That is, firms spread their operations across the globe sourcing 

from and selling to different organizations and or people. This fact adds complexity to 

the supply chain and if this complexity is not properly managed it can result in 

disruptions and higher costs (Christopher, 1998). Based on the importance of the 

globalization phenomenon, the study of the barriers and challenges that firms face when 

internationalizing their supply chains as well as their management becomes of clear 

importance. It is important to mention that although there is a debate regarding the 

differences between the terms global and international, in this paper we will use them 

interchangeably.  

In the international management literature the study of challenges and barriers has been 

extensively studied (e.g., Buisan and Espinosa, 2007; Fontronda and Hernández, 2001; 

Gladwin and Walter, 1980; Ruesga and Bichara, 2008). However, there is a lack of 

studies that analyze them from a supply chain perspective. In fact, the global supply 

chain management (GSCM) literature that aims to identify challenges and barriers is 

characterized by focusing on one part of the supply chain (e.g., purchasing (Birou and 

Fawcett, 1993), logistics (Carter et al., 1997) or manufacturing (Ferdows, 1989)) or on 

one particular barrier (e.g., exchange rates (Carter and Vickery, 1988, 1989)). To the 
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best of our knowledge there is only one paper that has defined which are the key 

barriers in the context of international operations (i.e., Klassen and Whybark, 1994). 

However, this paper fails to address how to overcome them.  

In that sense, the objective of this paper is twofold: Firstly, to identify which are the key 

barriers and challenges that firms may encounter both upstream and downstream their 

supply chains when going global. Secondly, to analyze the different strategies and 

practices that firms can use to overcome the internationalization challenges. To do so, 

we relied on the outputs of an expert workshop on this topic to clarify and define the 

current challenges faced by companies and the different strategies they use to overcome 

them. Participants in the expert workshop were General Managers of ten Spanish 

multinational firms. 

The paper makes the following contributions. First, it extends the limited literature on 

global supply chain challenges by providing an integrative framework of the challenges 

faced by firms in the internationalization of their supply chains. This framework 

complements previous classifications by adding barriers and challenges in all stages of 

the supply chain. Second, it covers a set of different useful practices and strategies that 

will help managers to overcome the identified internationalization challenges.  

 

2. Global Supply Chains 

In the context of supply chain management, the term internationalization implies that 

supply chains are not local anymore but they have expanded into international locations 

(Taylor, 1997; Dornier et al., 1998). Firms internationalize the upstream side of their 

supply chain to have access to lower priced goods, higher quality goods, worldwide 

technology and to benefit from delivery and reliability improvements (Monczka and 
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Trent, 1991; Birou and Fawcett, 1993). Firms also internationalize their downstream 

operations so that they are able to sell their products in new geographical markets 

(Kuemmerle, 2005).  

 

However, as we have already mentioned, the international dimension has introduced 

complexity in the supply chain. In fact, the management of global supply chains poses 

more challenges (i.e., new and more suppliers, variable exchange rates and the change 

of local policies) than the management of domestic supply chains (Dornier et al., 1998). 

These challenges comprise, for instance, an increase on transportation costs, lead times 

and inventories. Moreover, infrastructural deficiencies in developing countries (e.g., 

transportation and telecommunications, inadequate worker skills, supplier availability, 

supplier quality, etc.) create challenges that are normally not experienced in developed 

countries. Furthermore, global supply chains carry specific risks such as variability and 

uncertainty in currency exchange rates, economic and political instability, and changes 

in the regulatory environment. All the abovementioned challenges can lead to 

difficulties in getting the benefits associated with internationalization. Taking into 

account that supply chains are becoming more and more global, the study of challenges 

and strategies to overcome them is of great importance for the management world.   

 

3. Methodology 

To analyze barriers and strategies in the context of global supply chains we relied on 

qualitative data. Based on the explorative and descriptive nature of the phenomenon 

being studied, the adoption of a qualitative approach proved to be suitable since it 

allowed us to explore and get deep insights from the field. To collect data about the 
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barriers faced and strategies applied by firms when making their supply chains global 

we used an interactive focus group technique (Morgan, 1996). In May 2011 we 

conducted an expert workshop on the topic of global supply chains in which the General 

Managers of 10 multinational Spanish firms participated. These firms belong to a 

variety of sectors including the automobile, energy, electric, food, machinery and 

equipment, and textile (See Table I). The selection process was based on purposive 

sampling. That is, we invited Spanish firms who had already experienced 

internationalization processes in their supply chains. To guide the process of discussion 

with participants we designed a research protocol with semi-structured interviews. The 

semi-structured questions addressed were the following: 

1. Which are the changes that the internationalization process has motivated in the 

supply chain? 

2. Which factors have triggered these changes? 

3. Which are the challenges that your firm has faced as a result of the 

internationalization of its supply chain?  

4. How have you managed and overcame these challenges? 

The two first questions allowed us to contextualize firms with respect to their process of 

internationalization (i.e., degree/stage of internationalization, location of the different 

entities in the supply chain). The two remaining questions were focused on fulfilling the 

objective of the paper (i.e., to identify challenges and strategies). Each participant 

answered each question in turn and then discussion was allowed. A moderator 

facilitated and enhanced discussion as well as summarized the most relevant outcomes 

from each point. The five-hour workshop was audio-recorded and transcripts were 

generated to facilitate analysis of data.  
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4. Results from the workshop 

The different barriers and challenges that resulted from the expert workshop can be 

divided in two broad categories: general and specific. General challenges are those that 

can affect any stage of the supply chain and include cultural, economic, politic, and 

organizational aspects. Specific challenges are those that affect a particular stage in the 

supply chain (i.e., upstream or downstream). In the following lines we will describe the 

different challenges that firms in the workshop faced and also the different strategies 

they employed to overcome them. Please see Table II for an integrative framework of 

both challenges and strategies.  

 

4.1. General challenges 

4.1.1. Cultural challenges 

According to the workshop participants, the concept of cultural distance between 

country of origin and country of destination embeds the following challenges. Cultural 

differences, and more specifically those related to language are for Wine1 one the 

principal barriers in the internationalization process of the purchasing function. The 

purchasing personnel needs to learn how to develop their tasks in a foreign language 

and in a new cultural environment that is characterized by having different business 

practices. Furthermore, the existence of different cultures entails also differences with 

respect to interests, behaviors and/or attitudes. One of the challenges mentioned by 

Retail is the acquisition of a global mindset by its managers. To manage these issues, 

training and developing people is a key strategy. Both for Wine and Retail, having 

language skills and a wide international experience should be a must for the personnel 
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
1	  Due	  to	  confidentiality	  issues	  the	  companies’	  name	  has	  been	  anonymized.	  We	  have	  used	  the	  
companies’	  main	  product	  name	  to	  identify	  them.	  	  
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involved in internationalization processes. In that sense companies should invest in 

developing their human resources at an international level. 

In addition, operating in countries with different languages implies that products should 

be labeled in accordance to the language from the country of destination. As workshop 

participants pointed out, this leads to an increase in SKUs. To overcome this challenge, 

firms assert to use postponement. In that way, they can benefit from economies of scale 

in both production and stock centralization while they adapt to local needs in terms of 

labeling.  

4.1.2. Economic challenges 

Tools and Food, describe exchange risk as one of the main risks faced when 

internationalizing their operations. Exchange rate fluctuations can cause unexpected 

losses and changes in the company strategy (i.e., factory locations). In fact, Tools 

emphasizes that as a result of a sudden change in exchange rates, Brazil was no longer 

an optimal low-cost location for their South American factory. This caused changes in 

their manufacturing network and location strategy. To prevent from exchange risk, 

Tools suggests the use of financial instruments such as hedging instruments that help to 

avoid fluctuations.   

4.1.3. Political challenges 

Political instability, duties and administrative hindrances can prevent a company from 

internationalizing its operations. According to Tools, political instability in the country 

of destination is a key supply chain challenge. In their case, a breakdown in trade 

treaties between two countries in which the company had presence forced them to 

reanalyze their supply chain strategy in order to look for new locations. This resulted in 

a huge investment and the company had to incur in high costs. 
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An additional political challenge is the one related to the presence of duties and tariffs. 

To overcome this challenge, companies use postponement. In that sense, companies 

send semi-finished products to the country of destination since they bear lower tariffs 

than finished products. Wine started to sell wine in China following this strategy. The 

company used to send bulk wine, which was then bottled to bear lower tariffs.  

Finally, the last political challenge mentioned by the workshop participants is related to 

customs and the administrative problems associated with them. Clothes stated that they 

used to have difficulties to enter their products in China. To avoid having their products 

stopped at Chinese custom offices they decided to build a manufacturing plant that 

served the Chinese market.  

4.1.4. Organizational Challenges 

Managing human resources is described by the participants as being a huge challenge. 

In that sense, Vehicle, Electrical and Ceramics stress their difficulties in finding 

qualified personnel in the country of destination and/or qualified personnel in the 

destination country that is willing to move abroad. One of the strategies that Vehicle 

follows is to attract and train personnel coming from the country of destination. For 

instance, what the company has done in China is to attract recent graduates from 

Chinese Top Business Schools, train them at Headquarters and send them back to the 

company’s Chinese offices so that they can replace existing expatriates.  

Vehicle, Food and Ceramics claim that the transference of knowledge and skills 

represents an important challenge in the process of internationalization. For companies, 

integrating the knowledge that is generated in all the different subsidiaries is key in 

order to make the right global decisions. To be able to manage this challenge, Vehicle, 

Food and Ceramics emphasize the need of having powerful information systems that 
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are able to integrate all this knowledge and information that is generated across the 

different subsidiaries. 

In a similar way, Wind and Tools highlight that delimiting the tasks and roles of the 

subsidiaries is not an easy task. In fact, the process can originate organizational conflicts 

since the power of the subsidiaries is reduced and transferred to headquarters. To 

overcome this challenge, Retail emphasizes the importance of developing their 

managers in a global mindset so that they are able to understand the company as a 

unique entity. In this same line, Tools stresses that top executives need to bear in mind 

that the company needs to be valued in its totality so that the global company value is 

maximized and not the value of each of its subsidiaries. 

 

4.2. Specific Challenges 

4.2. Supply Challenges 

Choosing the source of supply is a critical decision when going global. Vehicle and 

Wind claim that finding qualified suppliers in the country of destination is a difficult 

task. The task is even harder when the destination country is a developing one. To 

overcome this issue, Vehicle implemented supplier development programs with local 

suppliers before moving the production to new countries. To fulfill this aim, Vehicle 

built a team composed by purchasing people named Supplier Quality Assurance Team. 

This team was in charge of looking for suppliers, selecting new suppliers, and training 

them in line with the company requirements. Wind followed also this strategy and two 

additional ones: (1) working with suppliers that are willing to move the country of 

destination and (2) collaborating with global suppliers that are present in the countries 

in which the company operates.  



	   10	  

In relation to suppliers, several firms stated that an additional barrier they faced when 

going global was related to the environmental and social risks associated with suppliers 

in developing countries. To minimize these risks, most of the workshop participants 

claimed to use code of conducts and to carry out audits in the suppliers’ premises.  

4.3. Manufacturing challenges 

Internationalizing the manufacturing stage of the supply chain requires the adoption of a 

global mindset since it implies coordination between the different manufacturing plants 

that the company may have located in different countries. The definition of each plant’s 

role in terms of products, markets and processes as well as their relationships is needed. 

Steel emphasizes that one of its current challenges is related to the coordination of its 

European plants since delimiting each plants’ role is a complex task. As we have 

already mentioned, having powerful information systems makes this task easier.  

4.4. Distribution Challenges 

The internationalization of a firm’s operations implies higher geographical distances, 

which in terms of distribution means higher lead times. In addition, the need to use and 

to coordinate different transportation means (air, sea and/or land) as well as the different 

geopolitics risks that may appear during transportation (e.g., crossing country borders) 

constitute an additional distribution challenge that companies need to manage. For 

instance, for Food distributing in Africa was an extremely complex task given the high 

corruption levels that characterize the African logistics network. In that sense, the 

company decided to distribute and sell their products using a partner from the country.   

An additional distribution challenge is related to the management of international 

warehouses and the increase in stock levels and consequently costs. Ceramics stated 

that, for them, the internationalization process resulted in an increase on the number of 
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warehouses, and as a consequence, an increase in the logistic cost. To be able to solve 

the stock issue it is necessary to understand which are the factors that determine the 

minimum levels of safety stock. Safety stock levels are determined by the service level 

that the firm aims to guarantee, lead times and product demand variability. The higher 

the lead time, the higher the safety stock level. Based on this, there are two main ways 

of reducing stock levels: by reducing lead times or by reducing demand variability. For 

one particular case, Tools decided to build a manufacturing plant near one of its 

customers. This customer was located in the United States and the distribution center 

that served it was originally located in Europe. This situation caused both high lead 

times and high levels of safety stock in the United States. To solve this issue, they 

decided to build a manufacturing plant in the United States to serve the American 

market. This decision resulted in lower lead times and lower safety stock levels. 

Another alternative is the one followed by Clothes and Ceramics. These companies 

decided to centralize their stock in a single distribution center. Ceramics centralized 

their stock of taps, since it is a product that can be easily transported. 

One common strategy that the different participants in the workshop highlighted and 

that is applicable in a general way to overcome all the different challenges that the 

process of internationalization entails is related to the concept of organizational 

learning. Participants emphasized the fact that experiences from previous 

internationalization processes were useful to overcome challenges in future processes. 

In other words, learning from the internationalization process minimizes the barriers 

that appear when further expanding operations overseas. One clear example is the one 

provided by Vehicle. This firm pointed out that one key challenge posed by the process 

of internationalization was supplier availability in new emerging countries. In that 

sense, due to the experience they had in previous internationalization processes 
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(experiential learning) they realized they needed to develop suppliers before going to a 

new location. To overcome barriers and future challenges regarding supplier 

availability, they created an organizational team that was in charge of supplier 

development. In that sense, for future internationalization processes they were able to 

overcome the supplier availability challenge before going to the country thanks to the 

creation of the supplier development team. This is an example of how learning derived 

from previous internationalization process led to the implementation of actions (creation 

of an organizational team) to overcome a supply chain challenge.  

Firms can acquire knowledge through five different ways: (1) congenital learning, (2) 

experiential learning, (3) vicarious learning, (4) grafting, and (5) searching (Huber, 

1991). Congenital learning includes both the owners’ inherited knowledge about similar 

business activities and the additional acquired knowledge before the firm’s birth. 

Experiential learning is the one acquired through direct experience. Vicarious learning 

includes the strategies, administrative practices and technologies of other organizations. 

Grafting implies that knowledge is acquired through new members. Searching implies 

acquiring knowledge through scanning, focused searched and performance monitoring.  

Internationalization processes are described as a rich and complex process of 

organizational learning (Johanson and Vahlne, 1977). For instance, the Upssala model, 

understands internationalization as an incremental process that depends on the firm’s 

experiential knowledge of foreign markets (Johanson and Vahlne, 1977). Experiential 

learning is then at the heart of the traditional models. That is, models that understand 

internationalization as a gradual process that follows certain stages (i.e., exports, sales 

subsidiaries, manufacturing plants).  However, organizational learning is not an 

exclusive feature of incremental models. In fact, companies that follow a fast 

internationalization also use learning strategies in their processes. In this processes, 
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learning is acquired before the firm is founded (congenital learning), from other firms 

(vicarious learning and searching) and by recruiting new personnel (grafting) 

(Bengtsson, 2004). 

Learning is a valuable asset in all organizations but especially in global ones. In fact, all 

firms in the workshop acknowledged that what they learnt in previous 

internationalization processes helped them to overcome barriers. In addition to this 

experiential knowledge, the remaining abovementioned types of knowledge can be of 

great advantage to overcome the different challenge that internationalization entails. For 

instance, recruiting managers that have been involved in this type of processes (i.e., 

vicarious learning) 

 

5. Conclusions 

Moving from a local to a global supply chain entails barriers and difficulties. For 

instance, higher distances and lead times need to be managed. In addition, the cultural 

characteristics of the country and differences in the legislation can lead to disruptions in 

the supply chain. Despite globalization is a big phenomenon, there is scarce literature 

that has focused on identifying the challenges and strategies in this context. To the best 

of our knowledge, only Klassen and Whybark (1994) provided a list with key barriers in 

the internationalization process of supply chains. The results from our workshop show 

that firms still face important challenges that need to be addressed when becoming 

global.  

Besides from identifying current barriers in the internationalization process, in this 

paper we aimed to provide managers with some specific strategies to overcome them. 

Postponement, stock centralization and/or developing powerful information systems 
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have been mentioned by the participants as being useful supply chain tools to overcome 

the barriers. However, there is one specific strategy that most of the firms in the 

workshop mentioned as being crucial: the use of experiential learning. Global 

organizations are learning organizations. In that sense, being aware of the challenges 

that the process may pose before going global is key. Because of that, we believe that 

the comprehensive framework of challenges and type of strategies that firms can use in 

their internationalization process that we have developed in this paper will be very 

useful for managers.  
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Table I. Characteristics of workshop participants 

LABEL PRODUCT INTERNATIONAL 
PRESENCE 

Steel Steel reinforcing bars and coils  Manufacturing plants in 
Europe, America and Asia. 

Tools Tools and agricultural components,  Manufacturing plants in 
Europe, America and Asia. 

Vehicle Vehicle components 
Manufacturing plants and 
commercial subsidiaries in 
19 different countries. 

Food Food products Manufacturing plants in 
Europe and Africa 

Wind Wind  turbines Presence in Europe, 
America and Asia 

Clothes Clothes.  Commercial subsidiaries in 
all continents.   

Retail Finance services, industry, retail 
and knowledge  

Presence in Africa, 
America, Asia and Europe 

Ceramics Bathroom products and ceramics 

Manufacturing plants in 
Africa, America, Asia and 
Europe. Commercial 
subisidaries in more than 
135 countries.  

Electrical Electrical materials, domotics, 
security, lighting and urban furniture 

Manufacturing plants in 
Europe, America and Asia. 

Wine Wines and brandies Manufacturing plants in 
Europe and America 

Source: Compiled by author 
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Table II. Challenges and strategies framework 

CHALLENGES STRATEGIES 

G
EN

ER
A

L 
C

H
A

LL
EN

G
ES

 

C
U

LT
U

R
A

L 

Language, business practices, local 
needs 

- Postponement 
- Developing managers at an 

international level 

E
C

O
N

O
M

IC
 Exchange risk - Financial instruments 

Tariffs - Postponement  

P
O

LI
TI

C
A

L Legislative system: local laws - Postponement  

Political instability - Supply chain analysis 

O
R

G
A

N
IZ

A
TI

O
N

A
L 

Human resource management: 
expatriates 

- Human resource management 
policies (i.e., training) 

Information centralization 

Subsidiaries role: integration 
- Information Systems 

implementation 

Organizational stress coming from 
(des) centralization decisions - Developing a global mindset 

SP
EC

IF
IC

 C
H

A
LL

EN
G

ES
 

S
U

P
P

LY
 Local suppliers capabilities - Local suppliers development 

- Working with global suppliers 

Social and environmental risks 
 

- Codes of conduct 
- Audits 

 

D
IS

TR
IB

U
TI

O
N

 

Lead times increase - Postponement 
- Localization close to customer 

Stock level increase - Localization close to customer 
Stock centralization 

Corruption - Local partner 

Source: Compiled by author 


