
CHAPTER 1

Theodore Levitt’s “The
Globalization of Markets”
An Evaluation After Two Decades
Richard S. Tedlow
Rawi Abdelal

Two decades ago, Theodore Levitt published “The Globalization
of Markets” in the Harvard Business Review. Doing business across
national borders had long been a topic of academic analysis, but
Levitt’s article, published in the “magazine of decision makers,”
was aimed separately at business managers. It hit its target.

Levitt himself was “globalized” by 1983. He was world famous
for his provocative pronouncements on the new thinking and new
action needed to propel business management into the new world
it had to create. His articles were widely translated and antholo-
gized, and the Harvard Business Review made a small fortune sell-
ing his reprints. When Levitt spoke (through the medium of the
printed word), managers listened.

Teaching globalization today, it is not difficult, with the priceless
benefit of hindsight, to see the flaws in Levitt’s argument. In the
pages that follow, we make those flaws quite clear. We do, however,
believe that this article remains important not just as an artifact of
its time but as a picture of the world from which managers can ben-
efit today. It is no accident that this article is still so widely read.

In this chapter, we seek to locate globalization in the context
of Levitt’s oeuvre. We then offer a new way of thinking about this
article, an angle of vision that we believe demonstrates its endur-
ing usefulness.
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12 THE GLOBAL MARKET

The Marketing Message of Theodore Levitt
“And if you want biographies,” Friedrich Nietzsche once wrote, “do
not look for the legend ‘Mr. So-and-so, and his times,’ but for one
whose title might be inscribed ‘a fighter against his time.’” That is
the role—as a “fighter against his time”—that Theodore Levitt has
played during his intellectual life.

This was a role he earned the right to play. Levitt mastered
“normal science” before setting off in search of new “paradigms.”1

His doctoral dissertation, “World War II Manpower Mobilization
and Utilization in a Local Labor Market,” was squarely in the main-
stream of academic endeavor.2 Firmly grounded in economics
through his doctoral training at Ohio State, Levitt proved he could
satisfy the most rigorous standards of his profession by publishing
in the American Economic Review, the Review of Economics and Statis-
tics, the Journal of Finance, and elsewhere.3

Levitt’s goal, however, was always to make a difference—a big
difference not only in his own discipline but in academics as a
whole and indeed in society. He wanted to think creatively. It was
the combination of his background in formal economics along
with a jagged streak of lightning called genius that enabled him to
succeed at so doing. One of Levitt’s articles is entitled “Marketing
Success Through Differentiation—of Anything.”4 His own greatest
achievement in differentiation has been of himself. 

Theodore Levitt has written numerous articles that have
changed the way important people think about important matters
(which was his own standard when he served as editor of the Har-
vard Business Review). Among the most noteworthy of these is “The
Globalization of Markets,” published in 1983.5

The article’s argument is that new technology, which has “pro-
letarianized” communication, transport, and travel, has created “a
new commercial reality—the emergence of global markets for stan-
dardized consumer products” of a hitherto undreamed-of magni-
tude. The era of the “multinational corporation” was drawing to a
close, Levitt asserted. The future belonged to the “global corpora-
tion.” The global corporation did not cater to local differences in
taste. Those differences were being overwhelmed by the ability of
the global corporation to market standardized products of high
quality at a cost lower than that of competitors due to “enormous
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economies of scale in production, distribution, marketing, and
management.” The global corporation was being called forth by a
new era of “homogenized demand.”

Levitt’s claim was breathtaking in its inclusiveness. “Nothing,”
he declared, “is exempt.” Not steel, not automobiles, not food, not
clothes. Variety costs money, and the modern consumer demanded
the best for less.

Levitt is a man of the world, quite aware of the conflicts that
pockmark it. He makes reference to the 1979 Iranian uprising that
resulted in the downfall of the shah, to the Nigerian-Biafran civil
war, to life in Bahia in Brazil and in Krasnoyarsk in Siberia. But
though beliefs might differ sharply from one nation or region to
the next, consumption patterns were converging. The rebels in
Iran were wearing “fashionable French-cut trousers and silky body
shirts.” In Biafra, “soldiers carrying bloodstained swords” were “lis-
tening to transistor radios while drinking Coca-Cola.” The world
was witnessing nothing less than the “vindication of the Model T,”
the basic transportation vehicle of which Henry Ford said, “It takes
you there, and it brings you back.”

There is no other appeal like price. People like money, and
they want to spread it over as many goods as they can. What the
global company understands, which the multinational does not, is
the power of scarcity: “Nobody takes scarcity lying down; everybody
wants more.”

If “The Globalization of Markets” were the only article one had
ever read about marketing, one would find its argument com-
pelling. But in the context of its times, what Levitt was proposing
was little short of a revolution in both how companies organized
themselves and in how they thought about what they were doing.
Levitt’s argument flew in the face of hallowed principles of mar-
keting both and what seemed to be the stark realities of the world
as it was in 1983.

Consider, for example, what had come to be known during the
quarter-century prior to the 1983 publication of “Globalization” as
“the marketing concept.” We do not mean a marketing concept;
in fact we must italicize the article: the marketing concept.6

By 1983, this idea, so simple that it scarcely seems to deserve
the label “concept,” was that companies should give customers
what they want. The marketing concept gained currency during
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14 THE GLOBAL MARKET

the 1950s and was founded on the belief that the “problem of pro-
duction” had been solved. Supply-side shortages not being in the
offing, there was no need for companies to be guided by a pro-
duction analogue to the marketing concept. “The sales concept,”
such as it was, had also fallen into disrepute in the literature. The
sales concept was about pushing a product onto the consumer
through sales techniques.7 The “sales concept” was waning as early
as 1941. IBM, for example, which was in the process of developing
one of the greatest sales forces in history, was instructing its sales-
people by that time to tell prospects that their job was not “to sell”
but “to serve.”8

Thus, we arrive at “the marketing concept.” Behind the phrase
lay the idea that business begins not with the factory but with the
customer. Marketing was the most important of business functions
because it drove everything else—or at least that was the ideal. In
practice, businesses kept seeming to revert to the satisfaction of
their own internal needs at the expense of customer desires. Look
around, and you will find that this is true today. The promise of
customer satisfaction is omnipresent. (No company promises cus-
tomer dissatisfaction.) Delivering on the promise is a good deal
less common.

There are two specific references to the Marketing Concept in
“Globalization,” and the idea is alluded to elsewhere without being
labeled. Levitt treats this central idea of his discipline without
much respect. Somehow, corporations had allowed themselves to
fall prey to “the perverse practice of the marketing concept and
the absence of any kind of marketing imagination. . . .” (p. 98).
“Most executives in multinational corporations are thoughtlessly
accommodating. They falsely presume that marketing means giv-
ing the customer what he says he wants rather than trying to under-
stand exactly what he’d like.” 

What Levitt appears to be saying is that it is up to the company
to know more about what the customer wants than the customer
himself or herself does, or at least more than the customer can
articulate. He uses as an illustration the failed attempt by Hoover
to market its washing machine throughout western Europe. The
cause of this failure was Hoover’s “‘proper’ marketing orientation.”
The company conducted consumer research at a fine-grained level
that revealed that customers in various countries wanted different
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features. The manufacturing costs of providing these features
drove the price of the appliance up, and the product did not sell.

What went wrong? Two things. First, Hoover asked the wrong
questions. It sought, in the type of phrase for which Levitt became
famous, to learn “what features [customers] wanted in a washing
machine rather than what they wanted out of life.”9

Second, Hoover paid too much attention to what people said
and too little to what was actually going on in the marketplace.
Did everyone want a washing machine specifically customized to
their living space? Yes. Was everyone willing to pay substantially
more money for such a washing machine, thus depriving them-
selves of other possessions? No. “[People] preferred a low-priced
automatic . . . even though [it] failed to fulfill all their expressed
preferences. The supposedly meticulous and demanding German
customers violated all expectations by buying the simple, low-
priced Italian machines” (p. 98).

The conclusion was that a cursory examination of the Hoover
story would leave one with the belief that global marketing is
impossible because of the strength of national wants and needs.
But what a little digging reveals is that we have seen a “distorted
version” and the “perverse practice” of the marketing concept. And
we have seen something else: what Levitt referred to as a “failure
of nerve.”

Marketers must be more than mere receptacles of information
(which is sometimes poorly specified and collected). They must
actively mold the markets to which they sell. If Hoover had acted
in that aggressive fashion, it would have succeeded. With will and
vision, global marketing could become a reality.

Levitt was well aware at that time of the appeal of low prices.10

In recent years, Clayton Christensen of the Harvard Business
School wrote The Innovator’s Dilemma,11 a book that became world
famous and in which he asserted ideas quite similar to Levitt’s.
Christensen’s thesis is that in their rush to give customers precisely
what they want, companies customize too much, spend too much,
and therefore charge too much. They thus leave themselves open
to the “disruptive innovator,” marketing a product that is not per-
fect in terms of every function and feature but is good enough and
a lot less expensive. Although Christensen’s book is not concerned
with world trade, the basic market dynamic he sees conforms to
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16 THE GLOBAL MARKET

Levitt’s. Variety is often generated by organizational dynamics inter-
nal to the firm. Customers tend to be unwilling to pay as much for
that variety as marketers may like to think.

In one sense, the ideas in “The Globalization of Markets” are
not surprising. For years, people had been coming to think of the
world as a single unit rather than as a patchwork of nations and cus-
tomers. The first armed conflict deemed a “world” war took place
between 1914 and 1918 (even though it was less a global conflict
than, say, the Seven Years’ War of 1756 to 1763, which stretched
from Canada to India). The term global village was coined in 1960.12

The realization that radioactive fallout from nuclear weapons
could have global consequences led to the Nuclear Test Ban Treaty
of 1963,13 and general concerns for the environment led to Earth
Day in April 1970.14 The space race, beginning with Sputnik in 1957
and climaxing with the moon landing in 1969, endowed human
beings with a whole new perspective on “spaceship earth.”

Meanwhile, a little closer to home, social critics following
World War II were beginning to complain of the very homoge-
nization that Levitt was inviting corporations to exploit. The term
Coca-Colonization gained a certain currency during the 1940s and
1950s, suggesting the imposition of American cultural values on
the world through the spread of its consumer products.15 In 1967,
the French journalist Jean-Jacques Servan-Schreiber published The
American Challenge, in which he portrayed Europe being overrun
by American capital and American business organization prac-
tices.16 Various domestic observers as well were noting with disap-
proval the “global reach” of what appeared to be the inexorably
growing American business firm.17

That said, there is another sense in which the ideas in “The
Globalization of Markets” are daring. In 1983, the world was still
very much a bipolar place, divided between “communist” and
“democratic” nations. The cold war had heated up considerably
with the Soviet invasion of Afghanistan in 1979. It was in 1983 that
President Ronald Reagan called the Soviet Union the “evil
empire,” and this cartoon-strip phrase struck a responsive chord
in much of the American public.18 Those people living under com-
munist regimes knew precious little of markets in the Western
sense, never mind marketing.

In 1983, there were, in fact, only a handful of countries in
which corporations had home offices that sold products or services
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outside the home country borders. North America, western Eu-
rope, and Japan fairly much exhaust the list. Firms located in these
nations accounted for the overwhelming bulk of world trade, and
very little of that trade was with the approximately 32 percent of
the world’s population living in communist countries.19 Thus,
when Levitt spoke of globalization, he was excluding a large por-
tion of the globe as it was at that time.

Even among the democratic, capitalist countries, barriers to
trade were far more daunting than they have since become. Tariffs,
subsidies, orderly marketing agreements, and outright prohibitions
were everywhere apparent. Markets were, and are, governed by
rules. Indeed, markets cannot exist without rules.20 The rule-mak-
ing unit in 1983 (as is also predominantly true today) was neither
the corporation nor some supranational body such as the World
Trade Organization. It was the nation in which goods were being
bought and sold, from which goods were being exported and to
which imported. Levitt wrote that technology was the unstoppable
force leading toward globalization, but all the technology in the
world could not have opened up the Japanese home market to for-
eign imports in 1983.

A marketing textbook published in 1972, Marketing: A Contem-
porary Analysis, devoted only 27 of its 776 pages to international
marketing. On the first of those pages, it declares: “Since this chap-
ter is based entirely on distinctions among national markets, it is
important to establish at the outset that the nation is a meaning-
ful unit for market analysis.”21 Table 1.1, from that textbook, out-
lines how countries differ and the importance of those differences
for marketing. Let us look at just one of the entries in this table
and see what impact it might have on the globalization of market-
ing. The text at the bottom of the last column on the right men-
tions “Specific restrictions on messages.”

When Polaroid introduced in the United States its camera that
developed its own film, the company advertised heavily on televi-
sion. The product was particularly sensitive to television advertising,
which could demonstrate the seemingly miraculous phenomenon
of instant photography. It was no accident that by 1960, Polaroid
was selling at more than ninety times earnings as advertisements
prompted excited customers to flock to retail outlets.22 This was the
essence of the “pull” strategy in marketing, and it made Polaroid
the channel commander in its product category.

THEODORE LEVITT’S “THE GLOBALIZATION OF MARKETS” 17

Quelch.c01  4/5/04  4:48 PM  Page 17



T
ab

le
 1

.1
.

E
le

m
en

ts
 o

f 
a 

M
ar

ke
ti

ng
 P

ro
gr

am

Fa
ct

or
s 

L
im

it
in

g 
A

dv
er

ti
si

ng
 a

nd
 P

ro
m

ot
io

n;
 

St
an

da
rd

iz
at

io
n

P
ro

du
ct

 D
es

ig
n

P
ri

ci
ng

D
is

tr
ib

ut
io

n
Sa

le
s 

Fo
rc

e
B

ra
nd

in
g 

an
d 

P
ac

ka
gi

ng

M
ar

ke
t c

h
ar

ac
te

ri
st

ic
s

Ph
ys

ic
al

 e
n

vi
ro

n
m

en
t

C
lim

at
e

C
us

to
m

er
 m

ob
ili

ty
D

is
pe

rs
io

n
 o

f 
A

cc
es

s 
to

 m
ed

ia
Pr

od
uc

t u
se

 c
on

di
ti

on
s

cu
st

om
er

s
C

lim
at

e

St
ag

e 
of

 e
co

n
om

ic
 

In
co

m
e 

le
ve

ls
In

co
m

e 
le

ve
ls

C
on

su
m

er
 s

h
op

pi
n

g
W

ag
e 

le
ve

ls
 a

va
il-

N
ee

ds
 fo

r 
co

n
ve

n
ie

n
ce

an
d 

in
du

st
ri

al
 

L
ab

or
 c

os
ts

 in
 r

el
a-

pa
tt

er
n

s
ab

ili
ty

 o
f m

an
po

w
er

ra
th

er
 th

an
 e

co
n

om
y

de
ve

lo
pm

en
t

ti
on

 to
 c

ap
it

al
 c

os
ts

Pu
rc

h
as

e 
qu

an
ti

ti
es

C
ul

tu
ra

l f
ac

to
rs

C
us

to
m

 a
n

d 
tr

ad
it

io
n

A
tt

it
ud

es
 to

w
ar

d
C

on
su

m
er

 s
h

op
pi

n
g

A
tt

it
ud

es
 to

w
ar

d
L

an
gu

ag
e,

 li
te

ra
cy

A
tt

it
ud

es
 to

w
ar

d 
ba

rg
ai

n
in

g
pa

tt
er

n
s

se
lli

n
g

Sy
m

bo
lis

m
fo

re
ig

n
 g

oo
ds

In
du

st
ry

 c
on

di
ti

on
s

St
ag

e 
of

 p
ro

du
ct

 li
fe

 
E

xt
en

t o
f p

ro
du

ct
E

la
st

ic
it

y 
of

 d
em

an
d

A
va

ila
bi

lit
y 

of
 o

ut
le

ts
N

ee
d 

fo
r 

m
is

si
on

ar
y

A
w

ar
en

es
s,

 e
xp

er
ie

n
ce

cy
cl

e 
in

 e
ac

h
 m

ar
ke

t
di

ff
er

en
ti

at
io

n
D

es
ir

ab
ili

ty
 o

f p
ri

va
te

sa
le

s 
ef

fo
rt

w
it

h
 p

ro
du

ct
s

br
an

ds

C
om

pe
ti

ti
on

Q
ua

lit
y 

le
ve

ls
L

oc
al

 c
os

ts
C

om
pe

ti
to

rs
’ c

on
tr

ol
C

om
pe

ti
to

rs
’ s

al
es

C
om

pe
ti

ti
ve

 e
xp

en
di

tu
re

s,
Pr

ic
es

 o
f s

ub
st

it
ut

es
of

 o
ut

le
ts

fo
rc

es
m

es
sa

ge
s

M
ar

ke
ti

n
g 

in
st

it
ut

io
n

s

D
is

tr
ib

ut
iv

e 
sy

st
em

A
va

ila
bi

lit
y 

of
 o

ut
le

ts
Pr

ev
ai

lin
g 

m
ar

gi
n

s
N

um
be

r 
an

d 
va

ri
et

y
N

um
be

r, 
si

ze
, 

E
xt

en
t o

f s
el

f-s
er

vi
ce

of
 o

ut
le

ts
 a

va
ila

bl
e

di
sp

er
si

on
 o

f o
ut

le
ts

A
dv

er
ti

si
n

g 
m

ed
ia

A
bi

lit
y 

to
 “

fo
rc

e”
E

ff
ec

ti
ve

n
es

s 
of

M
ed

ia
 a

va
ila

bi
lit

y,
 c

os
ts

,
an

d 
ag

en
ci

es
di

st
ri

bu
ti

on
ad

ve
rt

is
in

g,
 n

ee
d 

ov
er

la
ps

fo
r 

su
bs

ti
tu

te
s

L
eg

al
 r

es
tr

ic
ti

on
s

Pr
od

uc
t s

ta
n

da
rd

s
Ta

ri
ff

s 
an

d 
ta

xe
s

R
es

tr
ic

ti
on

s 
on

G
en

er
al

 e
m

pl
oy

m
en

t
Sp

ec
ifi

c 
re

st
ri

ct
io

n
s

Pa
te

n
t l

aw
s

A
n

ti
tr

us
t l

aw
s

pr
od

uc
t l

in
es

re
st

ri
ct

io
n

s
on

 m
es

sa
ge

s,
 c

os
ts

Ta
ri

ff
s 

an
d 

ta
xe

s
R

es
al

e 
pr

ic
e

R
es

al
e 

pr
ic

e
Sp

ec
ifi

c 
re

st
ri

ct
io

n
s

Tr
ad

em
ar

k 
la

w
s

m
ai

n
te

n
an

ce
m

ai
n

te
n

an
ce

on
 s

el
lin

g

So
ur

ce
:A

da
pt

ed
 fr

om
 R

. D
. B

uz
ze

ll 
an

d 
ot

h
er

s,
 M

ar
ke

tin
g:

 A
 C

on
te

m
po

ra
ry

 A
na

ly
si

s,
 2

d 
ed

. (
N

ew
 Y

or
k:

 M
cG

ra
w

-H
ill

, 1
97

2)
, p

. 6
41

.

Quelch.c01  4/5/04  4:48 PM  Page 18



Pull marketing failed in France with the same product and the
same customer benefit. Why? In France, commercials were not
allowed on television. That tremendous power of demonstration
coming right into their living room therefore could not drive cus-
tomers into stores and pull the product through the distribution
system. Push marketing, with heavy reliance on the retailer, was
the only alternative.23 This one illustration could be multiplied a
thousandfold.

One of the authors of Marketing: A Contemporary Analysis, the
textbook just referred to, was Theodore Levitt. What had hap-
pened in the decade between the publication of the textbook and
“The Globalization of Markets” to change his mind? A lot. The
position of the United States as economic hegemon was being
rapidly eroded. The oil shocks of 1973 and 1979 had exposed
American vulnerability to shortages of the most basic of raw mate-
rials of what was still the auto-industrial age. The disastrous war in
Vietnam and the Watergate scandal had fundamentally shaken the
public’s faith in government. The stagflation of the Carter admin-
istration during the late 1970s did nothing to restore that faith.

On the business scene, the decade was just as gloomy. In indus-
try after industry, from television to tires, American firms were los-
ing share in foreign markets as foreign-based corporations were
making significant inroads in the United States. In 1980, the
United States ceased being the world leader in automobile manu-
facture, a position that it had held since the introduction of the
Model T Ford in 1908.24 The bilateral trade deficit between Japan
and the United States in this industry alone had reached previously
unimaginable levels.

In this context, the moment had come for new ideas, and so
the timing of “The Globalization of Markets” was perfect. Perhaps
by intellectual reorientation, changes could be made in the orga-
nization and operation of business that would lead to a rebirth of
growth and greatness. Perhaps the remarkable changes in tech-
nology that were taking place would enable globalization to be-
come a reality if business executives had the courage to cast aside
old ideas and adopt the new views that the future demanded.

Levitt did not hedge his bets in “Globalization.” Indeed, it is the
categorical nature of his expression that makes the article so easy to
criticize.25 But therein also lies its genius. As often with Levitt’s work,
the medium is the message. He does not offer a “ten-step program”
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20 THE GLOBAL MARKET

systematically to improve the efficiency of marketing beyond the bor-
ders of the home country. Instead, he shouts, “Wake up!”

What we now propose to do is discuss the extent to which mar-
kets really have become globalized. We have read Levitt’s article,
and we are awake. When we look around, what do we see having
happened between 1983 and today?

Two Ways to Think About Globalization
There are two ways to think about globalization—as a trend and as
a heuristic—and most people do not distinguish between them.26

We argue that they should and that if they did, they would look at
the economic environment in which they make decisions in a more
useful way. The first way to think about globalization is as an actual
process of economic integration: the acceleration of flows of goods
and capital and perhaps many other things as well. In this sense,
there may be not a single globalization process but many linked
processes of globalization, each of which demands an answer to
the question: “The globalization of what?” Thus, we hear and read
about the globalization of finance, of trade, of policy ideas, of cul-
ture, of almost anything else. This is perhaps the most common
way people think and talk about globalization, and it is useful.

This first conception of globalization—as an evolving trend
changing the world in which we live—inherently creates a certain
kind of debate because there are naysayers who marshal evidence
to suggest that the economic integration we have supposedly seen
in the past decades is either not new, historically speaking, or, when
looked at in strictly economic terms, not nearly as complete as its
votaries would have us believe.

The historical question rests on whether the world economy
was more globalized in the late nineteenth and early twentieth cen-
turies, the heyday of the gold standard and British hegemony, than
it is today. Some find that levels of trade and financial integration
were higher (or at least as high) then as now. This historical con-
cern with globalization rests on a particular counterfactual about
the past and the future, and it is a debate encapsulated by the ques-
tion, “Is globalization today really different than globalization a
hundred years ago?”27 One could push this line of thought even
further back in time to the early modern world or back even fur-
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ther to the Phoenicians.28 There was world trade before there were
nations in the modern sense.

The economic question about globalization implies a different
counterfactual: that the integration of markets for goods and cap-
ital is complete, and the evidence brought to bear on the question
most often deals not only with the size of the flows but the differ-
ences in prices in national markets for goods as well. Here again
the debate is not settled, but the available evidence certainly indi-
cates that markets for goods and capital are quite far from “perfect
integration,” as the economist would put it.29 In other words, the
issue is whether the world’s markets really function as though they
are, in the words of Kenichi Ohmae, “borderless.”30 The answer is
that they do not, save perhaps a few instances in Europe, Asia, or
North America that did not encompass the broader perspective of
the whole world.

Rivers of ink, undammed by a great many smart and well-
informed scholars, have been spilled on these historical and eco-
nomic debates that surround the process of globalization. We
cannot resolve the debates in this chapter. Indeed, we are happy
enough to conclude the following: that the markets for goods and
capital across national borders are more vibrant than they were at
the end of World War II (though not, perhaps, before World War
I) and that there are some new aspects of the process of globaliza-
tion (such as increasing intra-industry, even intrafirm trade) as well
as some not-so-new aspects. One of the drivers behind all of this
activity certainly was technology, but technology has been only part
of the story.

Much more profound has been the revolution in politics: the
ideological triumph of markets that led so many governments
around the world to embrace the world economy. This revolution
is not independent of technology. To some important degree, the
two are intertwined. Would the Berlin Wall have fallen had there
been no television or no fax machine? Television made it clear,
even to the illiterate, that there was a cornucopia of consumer
goods generated by market economics that communist nations
knew not of. One of the hottest items that Western “subversives”
smuggled (literally) into the former Soviet Union were blue jeans.
This is evidence that in some form, Coca-Colonization persisted.
Even such consumer goods, long taken for granted in the West,
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were not at all trivial to people to whom they were denied. And
technology meant that knowledge of such products literally floated
over the most heavily fortified of national borders on the air.31

One of the most important lessons derived from the study of
history is not only that today’s reality is different from yesterday’s
but that it may also be different from tomorrow’s. Governments
chose openness before World War I, but they chose closure after
it. Governments have chosen openness again in recent years. Might
some of them try to close their borders once again in the future?

Politics is fundamentally unlike technology in this respect. The
steam engine, or atomic weaponry, once invented, can never be
made to disappear. The genie is out of the bottle. The rules that
govern trade can, by contrast, be changed by the stroke of a pen.
An advantage of conceiving of globalization as a process is that it
brings such thoughts to the forefront.

But what does all this mean for the business manager, Levitt’s
target audience? Addressing this question is a task our colleague at
Harvard Business School Pankaj Ghemawat has performed ad-
mirably in the Harvard Business Review. Starting implicitly from the
premise that the Levitt thesis is flawed, he argues that national mar-
kets are more “distant” in various ways than most managers appre-
ciate. According to Ghemawat, national markets may be distant
culturally (including religion, race, social norms, and language),
administratively (including political and economic relationships),
geographically, and economically (including disparities in wealth
and income).32 Moreover, Levitt’s analysis does not help us to under-
stand any of these distances. Geographical distance still limits the
extent to which some markets can be penetrated with some prod-
ucts and services. Economic distance does so even more, since coun-
tries have not converged in their incomes during the past twenty
years. Far from it. With the exception of several East Asian countries,
poor countries have stayed poor, and rich countries have stayed rich.

Administrative distance is shorthand for world politics, and the pol-
itics of trade, finance, and production have unambiguously changed:
the embrace of market-oriented policies by countries around the
world is a defining feature of the cold war world and has been even
more of the post–cold war world. This policy convergence set the
stage for the economic processes in which we are interested. With-
out international cooperation and openness, the expansion of trade,
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finance, and production across national boundaries would have
been impossible. Why this happened is a fascinating question,
about which scholars do not agree except on one point: that it was
not solely or perhaps even primarily technological change, as Levitt
argues, that led to the political change that made the expansion
of markets possible. Technological change played a role, as we sug-
gested in our brief discussion of television. But although technol-
ogy may have played a part in the drama of this great policy
transformation, experts agree that it was a supporting actor, not
the star of the show.

It is on the issue of cultural distance that Ghemawat and Levitt
most clearly disagree. For Ghemawat, cultural distance is a para-
meter that firms should analyze and take for granted. But Levitt
tells us this is changing, in part through the influence of firms.
What we can see clearly is that the world of consumers did not
become fully homogenized in the twenty years since Levitt wrote
his article. If it were true, then the symbols of the twin towers of
the World Trade Center would not have been so full of meaning
for those who admired and despised them.

The events of September 11, 2001, are full of tragedy and irony
with regard to the debate about the globalization of markets.
Rather than homogeny, it would appear that modern products and
services have generated a profound and unanticipated reaction.
Groups of religious fundamentalists are using the fruits of high
technology—the aircraft, the Internet, cellular telephones, and
others—to attack the businesses that have created that technology
and the governments under which these businesses have pros-
pered. These antimodernists employ the most modern means to
fight the modern world, which they seem to view as a godless klep-
tocracy. Al-Qaeda has no “homogenized” consumers.

If a prediction about trends in market integration were the
only contribution of Levitt’s article, then the usefulness of the con-
cept of globalization to today’s manager would be beyond ques-
tionable. Indeed, we have discovered a veritable cottage industry
devoted to the task of exploring how wrong Levitt was about the
trend. But if Levitt is so wrong, why would anyone still read his arti-
cle? We should preface our discussion of this point by emphasiz-
ing that people do. When Harvard Business School professor
Pankaj Ghemawat created the course “Globalization and Strategy,”
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his M.B.A. students read Levitt on the first day of class, and it is still
true in 2003 when Tarun Khanna teaches it. In 2002, students in
Debora Spar’s doctoral seminar, “The Political Economy of Inter-
national Business,” at Harvard Business School still read Levitt—on
the first day of class. The introduction to John Quelch and Christo-
pher Bartlett’s Global Marketing Management has exactly one footnote:
to Levitt’s article.33 This is almost twenty years later, when practically
everyone is prepared to pronounce Levitt’s argument wrong. One
might well say that this is a puzzle that needs to be explained.

We can explain it. The reason to read Levitt is to find out not
what is true about global markets but how a manager ought to
begin to think about them. It is one thing to say that what Levitt
argued about globalization was wrong, that what he predicted did
not come true, and that the implications he derived for managers
were (almost outrageously) overdrawn. It is quite another to sug-
gest that therefore his analysis was not deeply insightful. We believe
it was, and that if one treats Levitt’s views on globalization as a
heuristic, as an analytical lens through which to understand mar-
kets that cross national borders, then the continuing usefulness and
remarkable prescience of an article that is maligned as often as it is
misunderstood in the early twenty-first century becomes clear.

If one understands globalization as a heuristic, it becomes clear
that there can be more than one heuristic. And this is the second
perspective on globalization, shared by many other scholars, more
often political scientists and sociologists than economists. Pankaj
Ghemawat has translated the work of economists into English
(from algebra) for managers. We want to offer just a suggestion of
what might be gained by making the pertinent work of political sci-
entists and sociologists similarly accessible.

Our View: Levitt’s Globalization 
as a Conceptual Lens
Globalization has not always been a word, and the phrase global mar-
kets is a recent invention as well. There were perfectly good words
to describe the markets of the world—words like international—
and the firms that operated in international markets—like multi-
national. So why would Levitt insist on using the language of the
globe? The answer is to indicate a qualitative change in the charac-
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ter of the world’s markets, not a quantitative change. The world
that Levitt described did not consist of more trade; it consisted of
trade that was different and transformative. This is what is missing
from the economists’ account of globalization and from the
debates about globalization as a process. From Levitt’s perspective,
one could not resolve the debate he sought to spark about global-
ization with data on world trade as a percentage of world product,
or the size of capital flows across national borders, or how many
countries have high ratios of exports and imports to their gross
domestic product, or whether the price of an undifferentiated
product was the same in Boston or Bombay. All those measures are
of how internationalized the world economy is, not whether it is
globalizing.

The distinction between internationalization and globalization
is a deeply meaningful one and important for managers to under-
stand. The reason is that in principle, the evidence about the size
and expansion of markets could be consistent with both, since they
are ways of describing the world, of interpreting the economic
interdependence of societies living in different countries. We are
amazed to find that the most provocative idea in Levitt’s article is
so systematically misunderstood. For Levitt, globalization is a con-
cept that describes much more than just an increase in economic
exchange across borders; it describes a change in the character of
those exchanges, which then transforms the societies engaged in
the exchange.

Thus, Levitt’s central argument is that communications tech-
nology has allowed all societies to engage modernity, leading them
toward the “same common goals—alleviation of life’s burdens, and
the expansion of discretionary time and spending power.”34 The
implications for firms are his central, enduring insight: “Preferences
are constantly shaped and reshaped.”35 Thus, globalization implies
economic activity in the absence of national boundaries, whereas
internationalization implies an increased number of transactions
across the borders of nation-states, which are still very much con-
trolled by governments that can choose, and unchoose, openness.
Global corporations operate in a globalized economy, whereas multi-
national corporations flourish in a highly internationalized econ-
omy. Levitt insists that “the multinational and global corporation are
not the same thing.”36 The multinational corporation produces
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goods tailored for national markets, while the global corporation
produces standardized goods for all markets.

These views have, in retrospect, provided Levitt with bedfellows
he may not have expected, because while not necessarily strange,
they are strangers to some scholars of economics and business. We
have in mind political scientists and sociologists. For the most
astute students of globalization among these social scientists, the
Levitt interpretation of globalization has become quite standard,
although his name rarely appears in their footnotes. Perhaps his
overstatement was overkill, or perhaps these scholars should be bet-
ter informed of what is written in the Harvard Business Review.
Either way, there is no getting around the fact that Levitt’s views
on globalization have become part of an emerging paradigm in
the study of the politics of the world economy.

For political scientists and sociologists, who have developed
their insights outside the radar of many managers, the distinction
between globalization and internationalization as ways to under-
stand the world is largely an elaboration of Levitt’s basic insight into
what economists would call the “endogeneity of preferences”—that
people might change their minds about what they want depend-
ing on how they interact with others. Economic globalization is
convergent and transformative, while economic internationaliza-
tion is divergent and additive. Globalization is a description of a
new kind of density of economic interactions among societies,
while internationalization implies a reduction in national restric-
tions in commercial exchange. Globalization results from conver-
gence of the preferences of consumers, who are increasingly
members of a global society; internationalization results from the
behavior of firms and governments in a merely international econ-
omy. Globalization is about new types of relations and new kinds
of economic actors; internationalization emphasizes the behavior
and attributes of traditional actors, such as multinational firms and
national governments.37

The issue for an individual firm is to take these conceptual
lenses and look at their markets through them. Is your market
global or international? These are important debates to have, just
as the two debates about globalization as a process are important.
But answers are more elusive, since the real question is not whether

Quelch.c01  4/5/04  4:48 PM  Page 26



the globalization heuristic is right or wrong, but whether it is use-
ful or not—useful to understand the world, useful for marketing
strategy, and useful for production strategy. One can think about
the degree to which a market, or even the world economy, is inter-
nationalized. The internationalization of trade and finance has
ebbed and flowed during the past 150 years, primarily in response
to the conditions for political order in the world economy.38 But
whether a market is globalized, in Levitt’s terms, is a matter of qual-
itative change.

The best tool for managers to understand their markets may
be neither globalization nor internationalization. There are other
ideas about how best to describe the world economy and the mar-
kets that compose it. Regionalization, for example, is another lens
through which to view markets.39 Regional integration tends to
increase trade among members of a region, and perforce divert it
from those outside it. And so the European Union, the North
Atlantic Treaty Organization, the Association of Southeast Asian
Nations, MERCOSUR, and various other regional groupings have
changed the world’s markets in ways that neither Levitt nor ana-
lysts of globalization can describe. To make things more compli-
cated, the world’s regionalisms are different. Each regionalism has
its own logic and process, its own dominant countries, its own for-
mal and informal political and economic ties. Managers must also
therefore consider the differences between, for example, a process
of European economic integration (with Germany at its center)
based on formal rules and a distinctly different process of Asian
economic integration (with Japan at its center) based on informal
business and social networks across borders.40 In any case, it may
turn out that the regional strategy, rather than the global or the
local strategy, becomes the dominant response of firms.

The central point is that each of these concepts—globalization,
internationalization, and regionalization—is merely a concept, and
judgment is required to apply each of them to specific situations.
We believe that for many managers, the analytical lens of global-
ization—certainly of the extreme variety—will not significantly help
them to understand their markets better or to defeat their com-
petitors in them. John Quelch and Edward Hoff made substantially
the same point just a few years after Levitt wrote his essay, arguing,
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“Too often, executives view global marketing as an either/or
proposition—either full standardization or local control. But when
a global approach can fall anywhere on a spectrum from tight
worldwide coordination on programming details to loose agree-
ment on a product idea, why the extreme view?”41 Levitt was right
that when a global strategy works, it works astonishingly well. But
we believe global strategies work, and will work, much less fre-
quently than Levitt predicted.42

Concluding Reflections
In sum, we offer some reflections on the two globalizations that
exist uneasily in Levitt’s article—the process and the heuristic—
the former about which he was mostly wrong and the latter for
which his analysis is immensely useful. Levitt foresaw the power of
globalization. In some ways, he overestimated its power, as we have
seen. Even in France, a country that is in many ways very tightly
integrated with both the European and the world economy, soci-
ety has reacted against this very power and bought so many copies
of a book entitled L’Horreur économique to make it a recent best-
seller.43 With Enron’s behavior in the state of Maharahstra in
mind, Indian novelist Arundhati Roy, author of The God of Small
Things, wrote an influential antiglobalization essay that put forth
a parable about Rumpelstiltskin.44 Environmental protesters have
descended on Seattle and Geneva. Governments too tend to be
jealous of their autonomy from markets, as Malaysia’s celebrated
and infamous (depending on whom you ask) capital controls dur-
ing the Asian financial crisis indicate.45 Today we would place
these reactions to globalization among the milder and less dis-
concerting of them.

Levitt assumed that globalization, the process of which he dis-
cerned so early on, would proceed until its ultimate completion.
However, there have been many pitfalls along the way. The political
and social constraints on globalization that appear more evident
to us every day may not undermine the process of globalization,
but they will probably prevent it from reaching an end point.

However, Levitt also underestimated the power of globaliza-
tion. He wrote about nationalism as though it is a force that inher-
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ently pushes against the pressures of globalization.46 But even some
nationalisms have been transformed. Many of the nationalist move-
ments that arose as the Soviet Union was disintegrating sought to
embrace capitalism and democracy and anything else deemed by
global civil society to make a state advanced, modern, and espe-
cially “European.” Their idea was that if whatever came before—
Soviet communism—was wrong, then its opposite must be right.
Not only were we reminded about how variable nationalisms can
be in their goals but how much the world really did change during
the past twenty years.47

What constitutes globalization, in our way of thinking, is inter-
action that changes things rather than leaving them the same. Suc-
cessful firms and the managers who run them rarely leave the world
the way they found it. The same is true of the global economy,
whose markets have, as Levitt predicted, been transformed by the
efforts of firms to listen more deeply to consumers. Rather than tak-
ing consumers’ preferences as given, as facts of lives and markets,
they have treated them as outcomes themselves, with profound
effect. Not all consumers have been persuaded, and not all markets
transformed. Some are merely still international. Some are regional.
But there are some global markets out there, and Levitt’s story has
rightly convinced managers to think about whether those are their
markets, and if not, whether they can be made so by their efforts.
If all markets were global, the world of managers would become
dull. One strategy would fit them all; the relentless drive for scale
and scope would dominate their thinking. In that sense, Levitt was
writing about the end of business history, just as Fukuyama had
written about the end of political and economic history, when a
few ideas were ascendant, with nothing to challenge them.48

Fukuyama fretted that our world at the end of history would
become a boring place, as Levitt’s world of globalized markets
would have been for us. We are lucky that he was wrong about the
outcome.

And we are lucky that he was right about the way the global
markets work, through changes in preferences as firms and con-
sumers, capitalisms and cultures, interact with one another. Glob-
alization is transformative. The market is not what firms find; the
market is what firms make of it.
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Finally, we are also unlucky that Levitt was right. We now live
in a world where people react negatively as well as positively to the
entreaties and devices of dominant, global, and often emphatically
Western firms. One other thing Levitt missed was the possibility
that the globalization of markets would produce reactions against
it. The various fundamentalisms of the world are frequently anti-
modern, occasionally anti-Western, and sometimes strikingly vio-
lent. Some societies may have witnessed increasing homogeneity
in their preferences, but others have seen increasing heterogene-
ity, a divergence from the direction of trade and financial integra-
tion, a withdrawal from the marketization of social life.
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