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Global vs. Local Products: A Case Study and a Model 
 

 

ABSTRACT 

 

It is widely believed that globally standardized product varieties are displacing locally 

customized ones in many product categories.  But a case study of STAR in Asian satellite 

television and a theoretical model based on the case suggest that the global standardization 

hypothesis has less momentum behind it than is often supposed to be the case. 
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Global vs. Local Products: A Case Study and a Model 

 

Today, nearly every industry has a significant global segment in which customers prefer 

products or services that are much more global than they are local…The global segment is 

increasing in size in nearly all cases. 

-George Yip, “Global Strategy in the Twenty-First Century” (2000, p. 1) 

 

Are globally standardized product varieties displacing locally customized varieties in 

product markets around the world?  Many opponents as well as proponents of globalization 

would answer this question affirmatively.  Such affirmations are not based on systematic 

evidence, which has been hard to assemble in this context.  Instead, they seem to be rooted in an 

intuition about comparative statics: that recent market dynamics generally favor greater global 

standardization or homogenization of products.  This paper analyzes this intuition. 

 

The analysis in this paper combines two different methodologies: a relatively detailed 

case study, of STAR TV in Asian satellite television, and a theoretical model, suggested in large 

part by the STAR case, of competition between standardized and customized product varieties.  

The analysis indicates that many plausible market dynamics should be expected to lead to 

decreases rather than increases in the equilibrium degree of global product standardization. 

 

Section I provides a brief review of the relevant literature, most of it concentrated in 

international marketing.  Background information on the STAR case is presented in Section II, 

and a simple cross-country model of the tension between global standardization and local 

customization based on the case is developed in Section III.  Section IV uses this model to 

investigate how various market dynamics—mostly suggested by STAR’s experiences—affect 

the predicted degree of standardization.  Section V returns to the case, reviewing aspects of it 

that suggest avenues for additional analysis.  Section VI concludes. 
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I. Antecedents 

The (limited) economic literature on global versus local competition focuses on 

contrasting situations in which each product competes with all others with ones in which it 

competes only with its immediate neighbors in product space (e.g., Anderson and de Palma 

[2000]).  Models that allow for competition between globally standardized and locally 

customized products are rare in the economic mainstream (for an influential exception, see Salop 

[1979]).  For more elaboration on inter-modal competition of this sort, we have to turn to the 

applied subfield of international marketing. 

 

Perhaps the best-known pronouncement  in international marketing about global vs. local 

products is the argument made nearly twenty years ago by Ted Levitt that the the on-going 

globalization of product markets also increasingly implies the global standardization of products 

and even business models by multinational companies: 

 

Gone are accustomed differences in national or regional preference… 

nothing confirms this as much as the success of McDonald’s from the Champs 

Elysees to the Ginza, of Coca-Cola in Bahrain and Pepsi-Cola in Moscow, and of 

rock music, Greek salad, Hollywood movies, Revlon cosmetics, Sony televisions, 

and Levi jeans everywhere…With that, the multinational commercial world nears 

its end, and so does the multinational corporation.  The multinational corporation 

and the global corporation are not the same thing.  The multinational corporation 

operates in a number of countries, and adjusts its products and practices in each—

at high relative costs.  The global corporation operates with resolute constancy—

at low relative cost—as if the entire world (or major regions of it) were a single 

entity: it sells the same things in the same way everywhere.”1 

 

Subsequent work in international marketing on the topic of global vs. local products can 

usefully be related to this apocalyptic—and controversial—vision.  One strand of work has 

focused on being more explicit about what it means to sell the same things in the same way 

everywhere by probing the details of international standardization at the level of individual 
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elements of the marketing mix.  These include not just product design and attributes but also 

packaging, channel relationships, brand names, symbols, levels of awareness, ad visuals and 

themes, other appeals to customers based on identity, image and positioning, prices, target 

customers, suppliers of marketing services (e.g., market research and advertising agencies), and 

even planning processes, presentations and manuals (e.g., Aaker and Joachimsthaler [1999]). 

 

A second strand of work has focused on Levitt’s hypothesis that tastes or customer 

preferences are homogenizing across national borders.  The consumer-orientation of Levitt’s 

examples notwithstanding, this body of work generally casts doubt on the cross-border 

homogenization of tastes at the end-consumer level.  The counterarguments—that consumers 

aren’t really becoming that similar, that most product markets are still segmented to a significant 

extent at national boundaries, that certain kinds of brand equity lack the heritage or meaning to 

be transferable across such boundaries, et cetera—were identified some time ago and will not be 

elaborated here (see, instead, Douglas and Wind [1987]).  It is worth remembering, however, that 

to focus on the homogeneity versus heterogeneity of end-consumers is to ignore possibly more 

powerful spurs to global standardization from business customers that are themselves 

globalizing.  Such spurs appear to apply to many consumer products as well as to business 

products and services because of the global spread of key intermediaries, e.g., cross-border 

retailers that have made integrated account management as important a marketing challenge as 

brand development and maintenance in many FMCG (fast moving consumer good) categories.  

Thus, Henkel reports that Euro accounts represent one-half of its turnover and that these 

accounts, rather than end-consumers, supply the major motive for its attempts to standardize 

across key European markets (Morwind and Schroiff [2000]).  Systematic academic research on 

topics such as global account management and global pricing is just starting, however (e.g., 

Montgomery et al. [1999]; Arnold et al. [2000]; Narayandas et al. [2000]). 

 

A third, somewhat better-developed strand of work can be seen, to some extent, as a 

reaction to the results from the second strand: it seeks to identify and investigate alternate 

customer rationales for global standardization.  Batra [2000] has offered a useful classification of 

consumer rationales for global brands that can mostly be reinterpreted more broadly, as applying 

to global products.  Global brands may be preferred not only because (1) they cater to 
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homogenizing tastes or preferences as emphasized by Levitt but, alternately, because (2) they 

convey higher quality, defined broadly to include expertise, authority, credibility, et cetera; (3) 

they enjoy higher prestige and status in the minds of many customers because of their foreign 

origins; or (4) they satisfy customers’ cravings to become part of a global community.  Rationale 

(2) can be traced back to Buzzell’s [1968] argument that a global image can be a powerful way 

of increasing sales but has been framed more recently as the idea that a global brand is likely to 

be viewed by consumers as possessing a special ‘high quality’ credibility because of the signal 

supplied by its broad acceptance (Kapferer [1997]) and may therefore be able to tap into 

increasing-returns-to-scale dynamics.  Rationale (3) is rooted in the idea, elaborated by cultural 

anthropologists, that national elites may desire to demonstrate competence with regard to foreign 

cultures—a display that the masses may then try to emulate—to communicate non-provincial 

tastes or cultural mastery and to build self-identity (Hannerz [1990]).  One way of demonstrating 

such competence, of course, is by consuming foreign brands—a favorable foreign-origin effect 

thought likely to be strongest for First World brands in Third World product markets.1  Finally, 

rationale (4) resembles rationale (3) in having been elaborated by cultural anthropologists (e.g., 

Appadurai [1990]), but operates at the level of a multicultural or even acultural global 

community rather than being focused on particular foreign countries of origin. 

 

These alternate customer rationales for global brands receive some support from recent 

empirical research, particularly a body of work by Batra and coauthors (e.g., Batra et al. [2000] 

and Steenkamp et al. [2000]), with quality-signalling effects (rationale (2)) appearing to 

dominate.  Attempts have been made as well to test some of the contingencies—related to 

product category, customer type and geography—that might be expected to determine whether 

global brands actually are preferred over, but the findings and even some of the predictions in 

this regard (e.g., the prospects for global brands in durables vs. non-durables) are equivocal.  

Additionally, a complementary perspective is provided by work concerning the conditions under 

which local brands are likely to thrive, which places comparatively more emphasis on early-

                                                 
1 Note, however, that one might reasonably guess such effects to diminish with the passage of time after decolonization in 

functioning market economies.   



 7

mover entrenchment and comparatively less on (other) sources of advantage or disadvantage 

(e.g., Kapferer [2000]). 

 

While these are valuable insights, they are qualified by a fundamental difficulty with the 

basic approach of focusing on customer rationales, however broadly construed, for global 

standardization.  The “business” or supply-side rationale for global standardization—the 

economies of simplicity and standardization adverted to by Levitt, in addition to the alleged 

homogenization of tastes—is thereby de-emphasized.  Yet, presumably, the viability of globally 

standardized products relative to locally customized products should reflect the interaction of 

supply-side and demand-side effects.  In other words, customer preferences for globally 

standardized products are neither necessary nor sufficient for such products to displace locally 

customized varieties.  Instead, assessment of their relative viability requires a cross-functional or 

strategic approach that integrates the supply and demand sides.  The case example presented in 

the next section underscores the importance of such integration and helps suggest a theoretical 

structure for achieving it. 

II. The Case of STAR Television 

STAR TV operates in Asian satellite television, which represents a particularly 

interesting setting in which to examine issues of globalization for a number of reasons.  The 

entertainment sector is quite concentrated globally and has become more so in recent years, to 

the point where there is specific agitation by anti-globalization activists against “media mono 

culture.”  The entertainment sector is also supposed, as a result of the work of cultural 

anthropologists such as Appadurai (1990), to promote further globalization through customer 

homogenization.  On the production side, electronic content, in particular, is subject to strong 

economies of global scale given its non-rival nature: its provision to one set of customers does 

not affect availability to others.  In terms of distribution, satellite television itself is often cited as 

a key driver of globalization given its ability to stretch broadcast content across geographies.  

And since satellite broadcasting is a “new” industry, competitors that would be global haven’t 

had to confront entrenched local players.  For all these reasons, we might assess a higher than 

average likelihood of successful penetration by global offerings. 
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STAR TV is a particularly interesting company to focus on within satellite broadcasting. 

(HBSP 2000a, 2000b).  STAR was founded in 1991 by Li Ka-Shing and his Hong Kong-based 

Hutchison Whampoa group as an English-language, free-to-air broadcaster of mainly Western 

fare that targeted the top five percent of Asia’s socioeconomic pyramid.  STAR’s launch strategy 

assumed that this regional segment was economically advanced enough to demand higher quality 

television entertainment than was currently available, shared tastes that could be satisfied, at 

least in part, by Western programming, and was of interest as a group to regional advertisers.  

Thus, STAR’s original strategy was highly standardized across the Asian countries in its 

footprint.  And it depended at least as much on the globalization/regionalization of businesses 

(potential advertisers) as on the homogenization of viewers’ preferences. 

 

In 1993, News Corporation, controlled by Rupert Murdoch, acquired a 64% interest in 

STAR TV for $525 million.  Two years later, it bought out the rest of Hutchison Whampoa’s 

interest for another $300 million.  The acquisition was undertaken because of supply-side as well 

as demand-side impetus for standardization.  News Corporation hoped to use STAR to arbitrage 

its existing programming resources—including the 20th Century Fox movie and television 

program library, Fox Broadcasting hits such as “The Simpsons,” and BSkyB sports and news 

programming—in the Asian market.  If successful, this strategy would cut the cost of 

programming for STAR to the bare minimum associated with copying tapes and broadcasting 

them. 

 

But these increasing returns to scale were not realized to the extent originally envisioned.  

Instead, STAR metamorphosed in the course of the 1990s from a standardized pan-Asian 

programmer into what CEO James Murdoch described as “a series of local [national] businesses 

largely independent from each other” offering 29 channels of programming in 7 languages.2  

Both current and former managers at STAR suggest the interpretation that as the initial choice of 

a regionally standardized strategy proved unviable, the company switched to a more localized 

(and appropriate) strategy. 
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This is, of course, just one possible interpretation of STAR’s history.  To justify the focus 

on it in the rest of this paper, it is also useful to consider—and reject—three alternate 

interpretations: that STAR stuck to its initial strategy, that the initial strategy was appropriate 

when originally selected, or that the initial choice of an inappropriate strategy turned out not to 

matter very much.  Consider each in turn. 

 

The first alternate interpretation is that STAR has stuck to a global (or more accurately, 

regional) standardization strategy in the sense of establishing a single distribution channel 

through which to send content, a “portal” strategy.   Note, however, that while a portal strategy 

involves some global standardization, it is less standardized than the strategy STAR pursued 

early on, which involved and in fact focused on standardization of content.  The original 

dimension of attempted standardization was clearly overturned later on. 

 

A second alternate interpretation is that even if STAR did switch strategies, its initial 

strategy was appropriate when originally selected: that customer preferences for localized 

programming could not have been predicted early on, or that there was an unexpected expansion 

of distribution beyond the elite segment originally targeted, into mass markets, that dictated 

greater localization once it manifested itself.  In regard to the first subpoint, it should be pointed 

out that there is a strong “home bias” toward local as opposed to imported content in all but very 

small markets, particularly in Asia (see Figure 1, which will be discussed further later on).  This 

pattern should have been of particular interest to STAR given the importance of China (220 

million TV households in 1994) and, slightly later, India (46 million TV households) as well, to 

its business plan.  Also note that the European and Asian data were relatively recent yet available 

when STAR made early decisions about content standardization. 

 

<<Figure 1 about here>> 

 

As far as the second subpoint is concerned, it is worth noting that an unexpected boom in 

demand should also imply a positive earnings surprise.  Actually, the earnings surprises seem to 

have been negative: in the year ending June 30, 1999, STAR lost $141 million, pretax, on 

revenues of $111 million.  Adding up the purchase price, operating losses, losses on joint 
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ventures such as Phoenix TV in China, and investments in uplinks and other infrastructure, News 

Corporation’s total investment in STAR exceeded $1.5 billion at the end of the 1990s—without 

accounting for the time value of the money.  And it does not seem that a highly profitable growth 

vehicle has been created as a result of all this investment: there was even speculation, in fall 

2000, that the uncertainties still afflicting STAR might hold down valuations of Sky Global, a 

carve-out of News Corporation’s satellite TV assets (James 2000). 

 

A third and final alternate interpretation is that even if STAR’s initial strategy of 

standardization was inappropriate, it didn’t matter very much because it was reversed in fairly 

short order.  And in fact, there is some evidence that News Corporation started moving in the 

direction of more localization within a year or two of acquiring control of STAR.  But there is 

also evidence that delays in, or confusion about, localization led to disadvantages over longer 

time horizons associated, in part, with letting competitors seize the initiative.  In India, for 

example, News Corporation struck an early deal with Zee, the leading provider of Hindi-

language programming, that restricted STAR’s involvement in parallel efforts.   While Zee 

quickly grew into the leading competitor in the Indian market, STAR was unable to unwind this 

contractual restriction on its activities in Hindi until the year 2000. 

 

For all these reasons, the perspective adopted in this paper is that STAR did switch its 

strategy, from standardization toward localization, that its initial strategy of standardization 

probably was inappropriate when selected, and that this inappropriate initial choice of 

standardization did matter.  What, then, can we learn from this case, thus interpreted, that is of 

broader interest?  Three implications come to mind.  First, the customer rationale for STAR’s 

initial strategy, of global standardization, was predicated as much on the 

globalization/regionalization of businesses (potential advertisers) as on the homogenization of 

viewers’ preferences.  This serves as a reminder of the importance of taking a broader 

perspective on customer rationales than is traditional.  Second, assessment of the viability of 

globally standardized or, for that matter, locally customized business models requires a coupling 

of demand-side customer rationales and supply-side cost influences.  Thus, STAR’s initial 

strategy focused on cost-side influences but was overturned by demand-side home bias; its 

current strategy is more responsive to demand factors but still faces considerable challenges as it 
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has built up a cost structure of about $200 million per year, in a business in which it took through 

the 1990s to move annual revenues past the $100 million mark.  Third, the case directly calls into 

question yet another common presumption in the international marketing literature: that the 

viability of globally standardized strategies relative to locally customized ones is generally 

increasing over time.3  Dynamics such as the development of mass markets in the case of 

STAR—which probably promoted more localization than if the business had remained a niche 

play—suggest that increasing global standardization is a possibility to be probed rather than a 

logical or empirically obvious implication of contemporary trends, even if they cut across 

countries. 

 

This agenda can also be restated more broadly and abstractly in cross-country terms (as 

opposed to company-level ones).  Can one predict theoretically why the shares of foreign TV 

programming vary the way they do in Figure 1?  And what do various dynamics; at both the 

level of individual markets and across markets, imply about predicted changes over time?  A 

simple microeconomic model of the competition between globally standardized and locally 

customized varieties, stimulated in large part by the STAR case, will help answer both questions.  

The next section builds a simple model that is integrative in this sense, and the following section 

elaborates some of its dynamic properties. 

III. A Microeconomic Model 

The model developed in this section keys off the setting described in the previous section, 

except in terms of customer preferences, where it explicitly generalizes the conditions of the 

particular case considered to accommodate obvious sources of variation across cases.  The basic 

theoretical mechanism driving the model can be illustrated very simply in terms of Figure 1.  The 

obvious reason locally customized varieties might fare better than globally standardized varieties 

in larger markets is related to country-specific fixed costs of customization that are incurred on 

customized offerings but not standardized ones: larger markets are more likely to be able to 

support these country-specific fixed costs than smaller markets.  This theoretical mechanism 

seems consistent with both the emphasis in STAR’s initial strategy on minimizing country-

specific investments and, more broadly, with the observation that U.S. programming for 
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television (which dominates world exports) is sold into foreign markets for tenths of a percentage 

point of production costs to perhaps a few percentage points in the case of very large markets 

(Variety 2000).  As a result, the cost of original programming tends to several times as high as 

imported programming even in very large markets (e.g., in Europe), rendering the overall 

dominance of broadcast schedules by original programming that much more striking. 

 

The model developed in this section focuses, therefore, on the competition between 

locally customized producers that incur country-specific fixed costs and a globally standardized 

producer that does not.  In order to support a simple examination of inter-modal competition, 

intra-modal competition is ignored: there is one globally standardized producer and, potentially, 

one locally customized producer per country.  Competition between these two modes of 

production unfolds in two stages.  In the first stage, potential local producers (one per country) 

decide whether or not to enter their respective country markets.  In the second stage, the global 

producer, whose existence is taken as given, and the local producers that have entered and whose 

identity is common knowledge, simultaneously announce prices, i.e., engage in Bertrand 

competition.  It is provisionally assumed that the global producer is allowed to price discriminate 

across countries—which seems to be consistent with both the STAR case and the pricing of U.S. 

exports of TV programs—and that customers’ preferences are homogenous within countries.  

The implications of relaxing each of these assumptions are discussed in the next section. 

 

It is also worth highlighting one respect in which the model deliberately generalizes the 

conditions that characterized the case study.  Instead of assuming that locally customized 

varieties are always preferred to globally standardized ones (or vice versa), the theoretical set-up 

is flexible enough to let customer preferences tilt in either direction: to encompass product 

categories in which globally standardized varieties are preferred as well as ones in which locally 

customized varieties are preferred (e.g., STAR).  All the conclusions derived below apply to both 

sorts of situations, unless explicitly noted otherwise. 

 

It is time to be more specific in laying out the structure of the theoretical model, starting 

with the demand side.4  Suppose that there are n customer segments, each internally 

homogenous, in the world.  For simplicity, assume a one-to-one match between customer 
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segments and countries such that all Ni customers in country i share common preferences with 

each other but not with customers in any other country.5  Demand is taken to be price-inelastic: 

each customer buys one unit of either the global variety or the relevant local one.6  Denote the 

gross benefit (i.e., the value of the product, gross of the price paid for it) that a representative 

customer in country i derives from the relevant local variety as ui and from the global variety as 

ui + ti .  Rational choice implies that customers in country i will purchase the globally 

standardized product in preference to the locally customized one if and only if  

piG  <  pi +  ti ,      (1) 

where piG  is the price of the globally standardized product in country i and pi  is the price of the 

relevant locally customized product. 

 

The ti term is worth elaborating on.  In the context of the STAR case, ti was probably 

negative across most values of i given the apparent preference for local programming over 

compromise “outside” programming.  In addition to heterogeneity in tastes, reasons for negative 

tis include various sorts of (extra) costs—transportation costs, transaction costs associated with 

information/search/communication, translation costs, tariffs and so on—that are entailed by 

cross-border economic activity that customers end up bearing, directly or indirectly.  In contrast, 

many fast moving consumer packaged goods are supposed to exhibit positive tis—the case 

implicitly focused on by most of the large literature on customer rationales for global 

standardization that was cited above. 

 

Note, however, that for ti to be positive requires more than vertical differentiation or extra 

willingness-to-pay for the globally standardized product: it requires the pass-through of a higher 

price realization to the global producer after typically higher transportation and distribution 

costs, tariffs, or even risks, are netted out.  Empirical evidence from the trade literature indicates 

that the extra costs (not directly borne by the global producer) and risks of cross-border operation 

continue to be very significant (e.g., Rousslang and To 1993, Anderson and Marcouiller 1999).  

Thus, it is advisable to focus on the net price available to producers rather than the total price 

paid by end-users.  Since the net price premia (to producers) of globally standardized products 

over locally customized ones seem smaller, in general, than the premia paid by end-users, 
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assertions of positive tis merit scrutiny instead of uncritical acceptance.  Having said all that, the 

conclusions concerning (static) market characteristics, and demand and cost dynamics that 

follow are robust to whether the tis are positive or negative. 

 
That completes the demand side set-up.  On the supply side, the model focuses on inter-

modal rather than intra-modal competition.  It posits, potentially, a different local competitor in 

each country that, because it has chosen to customize its product, cannot serve countries other 

than the one it has targeted.  If a locally customized producer were to enter and supply country i, 

its total costs would be 

Ci  =  Fi  +  ciNi,      (2) 

where Fi is a fixed, country-specific cost and ci is its constant marginal cost.  The corresponding 

terms for the globally standardized producer are FG and cG .  Note that FG pertains to global fixed 

costs rather than to country-specific fixed costs, which by definition, are not incurred under 

strategies of maximal standardization.  The invariance of the global producer’s marginal cost, 

cG , across countries, while inessential, is a simplification suggested by Levitt’s characterization, 

cited earlier, of the global corporation as one that “operates with resolute constancy—at low 

relative cost—as if the entire world (or major regions of it) were a single entity: it sells the same 

things in the same way everywhere.” 

 

Assuming the existence and operation of the global producer, it will incur the fixed costs 

FG no matter what; as a result, only the cG term is relevant to its calculations about whether to 

beat out a local competitor that has elected to enter a particular market.  Given the (provisional) 

assumption that it can price discriminate perfectly, it is in the global producer’s interest to beat 

out a local competitor that has entered and is charging price pi if and only if 

cG  <  pi  +  ti.      (3) 

 

And given equation (2), the minimal price that the country-centered competitor in 

country i can charge without losing money is Fi / Ni  +  ci.  Substituting this term for pi in 

inequality (3), the globally standardized product will take over country markets for which  
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,ii
i

i
G tc

N
Fc ++<       (4) 

with locally customized products accounting for the remainder.  Note that the right-hand side of 

inequality (4) is the average cost of the local producer if it supplies its entire national market plus 

any disadvantages (possibly negative) that it suffers in terms of net price realizations.  This 

suggests defining a “globalization index” for each country i of the form 

.ii
i

i
i tc

N
FG ++≡          (5) 

If the global producer charges a price less than or equal to Gi, the country-centered 

producer in country i will drop out.  Consequently, if country j has a higher globalization index 

than country k, then country-centered production is less likely to prove viable in j than in k.  If 

country-centered producers do survive in both countries, the one in country j will post lower 

margins. 

 

Examination of equation (5) confirms that locally-customized producers are more likely 

to survive (and to earn high margins) in large countries with exotic tastes that can be satisfied 

relatively cheaply.7  In contrast, small countries whose tastes are close to cosmopolitan yet still 

expensive to satisfy strictly will tend to purchase the global product.8  Note the affinity with the 

pattern depicted in Figure 1, and with the finding that at least in the European part of the TV 

sample, linguistic autonomy, as well as size, reduced the penetration of national markets by 

foreign programming (Biltereyst 1992). 

IV. Market Dynamics and Global Standardization 

The preceding predictions about global product market configurations at equilibrium, 

while interesting in and of themselves, are rendered even more interesting by the possibility of 

using them to track the links between market dynamics and global standardization.  The 

particulars of the STAR case suggest analyzing a number of different market dynamics, most of 

which can be overlaid on the simple theoretical structure specified in the previous section.  It is 

convenient to group them into demand dynamics, cost dynamics and convergence dynamics. 
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IV. 1. Demand Dynamics 

The most obvious change in demand experienced by STAR during the 1990s consisted of 

rapid demand growth.  STAR reached 11 million households in January 1993, before News 

Corporation acquired control; by January 1994, its reach exploded to 42 million households, and 

by January 2000 it expanded further, to 95 million households.  Rapid demand growth, 

especially early on, has been cited as one of the reasons STAR had to switch strategies, from 

regional standardization to local customization.  The question of broader interest, though, is 

whether this effect is a general one: whether demand growth should generally be expected to hurt 

the viability of standardized products relative to customized ones.  Addressing this question 

requires turning from the case study to the model. 

 

Scalar demand growth is most easily injected into the model by assuming that aggregate 

demand increases in all countries.  This will lower the average cost of producing the country-

centered varieties, shifting the Gi schedules downward.  Because the global producer’s marginal 

cost, cG , stays put, increasing demand reduces the range of countries in which the globally 

standardized product wins out.  Although this effect may come as a surprise, it can be explained 

relatively intuitively.  As country markets expand, the importance of scale economies effectively 

decreases, as does local producers’ fitness disadvantage from their inability to spread their fixed 

costs across country borders. 

 

A second aspect of demand dynamics that was bound up with rapid growth but had a 

non-scalar component concerned the broadening of demand beyond the elite that STAR 

originally targeted (“Asia’s Top 5%”) to the mass market.  Since an important part of the 

rationale for focusing on the elite was that they were likely to have relatively cosmopolitan 

tastes, the broadening to cater to mass market viewers may have tipped country markets to 

locally customized products to a greater extent than would be expected as a result of the market 

size effect alone.  This intuition can be confirmed by extending the model developed in the 

previous section to allow for within-country heterogeneity of demand. 
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Specifically, assume that the Ni customers in country i are divided between ni elite 

customers and Ni – ni mass-market customers, and that initially, only the elite customers are in 

the market.  An elite customer’s gross benefit from the relevant locally customized product (if 

offered) is ui
E and from the globally standardized product is ui

E + ti
E.  And the locally customized 

product secures country i if and only if 

.E
ii

i

i
G tc

n
Fc ++>          (6) 

Now let the mass market customers (Ni – ni in country i) enter the market as well, with 

each experiencing gross benefits of ui
M from the local product and of ui

M + ti
M from the global 

product.  Assume a covered market, a single product per competitor and a single price per 

product across the two segments within a country.  The local producer in country i can secure the 

mass market segment if 

 

M
ii

ii

i
G tc

nN
Fc ++
−

> .         (7) 

 

Note that this is a less stringent requirement for the viability of the locally customized 

product than condition (6) under the assumptions that the mass market segment is larger than the 

elite segment (Ni – ni > ni) and that mass market demand is less cosmopolitan than elite demand 

(ti
M < ti

E).  And the local producer can secure the entire market if  

 

E
ii

i

i
G tc

N
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which is again less stringent than condition (6) under the assumption that ti
M < ti

E.  If both 

conditions (7) and (8) are fulfilled, the local producer selects the more profitable of the two 

configurations associated with them.  Either way, the emergence of the mass market segment 

does make it more likely that locally customized products will be offered.  So both the demand 

dynamics discussed in this subsection—scalar demand growth and the broadening of demand 

beyond the elite to the masses—are capable of reducing the equilibrium level of global 

standardization over time. 
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IV. 2. Cost Dynamics 

On the cost side, the single most notable change that affected Asian satellite TV during 

the 1990s, particularly the second half of the decade, was the sharp decline in broadcasting costs 

per channel with the development of transponder oversupply and digital compression.9  Should 

the failure of global standardization in the STAR case be read as having occurred in spite of, or 

because of, such cost reductions?  (Cost increases could be discussed in symmetric fashion.) 

 

The model forces useful precision in answering this question.  Consider how its workings 

are affected by reductions in the costs of the globally standardized product and all locally 

customized products.  The effects turn out to depend on the degree to which fixed rather than 

marginal costs are affected.  Equal cost reductions that affect only marginal costs do not matter, 

for reasons that should be obvious from inequality (4); however, asymmetric reductions in 

marginal costs favor the mode of production whose marginal costs fall more.  The impact of 

reductions in fixed costs is quite different.  Then globalization indexes decrease but the global 

producer’s marginal costs do not, reducing the equilibrium degree of global standardization.  The 

intuition, as in the case of increases in market size discussed in the previous subsection, is that 

reductions in the effective importance of scale economies hurt global standardization. 

 

Returning to the case of STAR, whether the (predictable) cost reductions that it 

experienced over time should have been expected to hamper its pursuit of  standardization 

depends on the cost components affected.  As far as  marginal operating costs are concerned, one 

could argue that there was greater room for reductions in locally customized competitors’ costs 

given that the marginal production and distribution costs for a global (or regional) competitor 

were already so low.  If such asymmetric reductions materialized, that would hurt global 

standardization.  And reductions in fixed costs—evident in the STAR case in the form of 

declining broadcast costs per channel—also hurt global standardization. 

 

This analysis of the impact of changes in marginal and fixed costs can be melded by 

looking at the impact of changes in scale-sensitivity: the relative proportion of fixed costs and 
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marginal costs in total costs.  In tracing the effects of such changes, it is important to guard 

against altering the values of other parameters.  At the initial equilibrium, the outputs of the 

global and country-centered producers are uniquely determined.  Hold each producer’s average 

cost at its original level of output constant, but shift the technology so that fixed costs account 

for an increased fraction of average costs.  What is the relationship between the degree of global 

standardization at the new equilibrium and at the old one?  The technology shift does not, by 

definition, affect globalization indexes at all, but it does decrease the global producer’s marginal 

cost, cG, favoring increased global standardization.  Once again, fixed costs are strategic because 

the global competitor and its local rivals have implicitly chosen to cover them in two different 

ways (internationally versus intranationally).  Note that decreases in scale sensitivity can be dealt 

with symmetrically.  Thus, in the case of STAR, it was probably the combination of the 

increasing number of channels per market and the decreasing fixed costs per channel that hurt 

standardization. 

 

Of course, the question of whether scale-sensitivity is actually increasing or decreasing in 

a general sense is, as yet, unanswered.  Some contend that we have increasingly moved to a 

winner-take-all/increasing-returns economy that would presumably help global standardization.  

Others argue that mass customization and, more broadly, sense-and-respond technology are 

fundamentally restructuring the trade-offs between scope and variety in a way that permits more 

of the latter at no extra cost (Pine 1992).  But agreement in this regard is not required to draw a 

simple conclusion: distinguishing more sharply between different types of cost reductions—or 

increases—can help sharpen predictions about how cost dynamics are likely, if at all, to affect 

the relative viability of globally standardized versus locally customized varieties. 

 

A final cost-related dynamic concerns the relative timing of entry.  Note that the order of 

moves can affect market outcomes only if the moves involve irreversible commitments (Shapiro 

1989, Ghemawat 1991).  These are most naturally associated with the fixed costs in the original 

model—FG and the Fis—reinterpreted as one-time costs of entry that are sunk once they are 

incurred, and that enable production at the applicable marginal costs (which continue to be 

incurred in the short run on an ongoing basis, rather than once in the long run).  It is simple to 

confirm that if the global producer enters first, the set of countries that it serves at equilibrium 
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will, as in the original model, continue to be given by condition (4).  Things are different, 

however, if locally customized producers have entered first.  The condition for the global 

producer to find it profitable to displace them, given that their entry costs are already sunk, is 

now given by 

cG  <  ci  +  ti,        (9) 

which is more stringent than condition (4).  Whether local producers move first matters 

because—unlike the global producer—they make commitments to particular country markets.  

The broader implication is that given such commitment opportunities, global standardization is 

less likely in “old” industries with entrenched local competitors than in “new” industries in 

which key competitors are “born global” from the outset. 

 

Summing up this subsection, the effect of reductions in marginal costs on the equilibrium 

degree of global standardization depends on whether globally standardized or locally customized 

production experiences greater absolute cost reductions as a result.  But reductions in fixed costs 

or decreases in scale sensitivity (in the sense defined above) unambiguously hurt global 

standardization.  So does the ability of the locally customized producers to preemptively make 

sunk cost commitments to particular country markets. 

 

IV. 3. Convergence Dynamics 

A third set of dynamics concerns what might broadly be called convergence: the process 

whereby countries may be getting to look more like each other along certain dimensions over 

time.  Whether countries actually are converging is a large question that cannot be addressed in 

detail here.10  What should be pointed out, however, is that even if convergence along particular 

dimensions is taking place, predictions that this will induce increases in global standardization 

are subject to several qualifications.  To see this, one has to distinguish several different 

convergence dynamics and analyze them one-by-one. 

 

The most obvious kind of convergence, stressed by Levitt among others, involves 

homogenization of tastes.  In the context of the model, convergence in tastes can be expressed in 
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terms of reductions, towards zero, of the absolute values of the ti parameters.  If the tis are 

initially negative, it is easy to check that their tending towards zero does increase the equilibrium 

level of global standardization by increasing globalization indexes while leaving the global 

producer’s marginal costs unchanged.  Less obviously, though, if the tis are initially positive, 

declines in their absolute values can be seen—in an extension of the basic model to 

accommodate situations in which the global product is an “inside” rather than “outside” good—

as declines in favorable lead-country or foreignness effects that can lead to decreases rather than 

increases in global standardization.11  So whether the globally standardized or locally customized 

product is initially preferred does matter in the context of this dynamic, unlike the others that 

have been looked at so far. 

 

A second kind of convergence entails countries starting to look alike in ways that extend 

beyond similarity in tastes to include the other components of the globalization index specified in 

equation (5).  Note that as countries converge in this sense, globalization indexes tend to equality 

across them.  With identical globalization indexes across countries, the globally standardized 

producer either succeeds everywhere or nowhere.  In other words, if countries’ globalization 

indices are sufficiently alike, they are likely to be subject to a “domino effect”: either the global 

producer or the country-centered producers will tend to win out across the board.  Which of these 

two possible outcomes obtains, however, will depend on the specifics of the parametrization of 

the situation. 

 

A third possible kind of convergence concerns the prices of the globally standardized 

product across countries.  Mechanisms that have been cited as drivers of convergence along this 

dimension include Internet-related declines in search costs (Quelch 2000) and the insistence on 

global pricing by globalizing customers such as retail chains (Narayandas and Quelch 2000).  

Again, without offering any kind of warranty that such convergence is generally taking place, it 

is possible to look at its implications.  Compare the original model, in which perfect price 

discrimination by the global producer across countries is possible, with the polar situation in 

which there are no price discrimination possibilities of this sort: the global producer has to 

charge the same price across all the countries that it serves.  This iso pricing constraint does not 

affect globalization indexes or, therefore, the ordering of countries by fitness of local players 
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relative to the global one.  But it does mean that the global producer will refrain from penetrating 

some of the “marginal” countries that satisfy condition (4) because the price reductions required 

to penetrate them result in inframarginal losses that more than offset the gains to be had, from 

additional business, at the margin.  As a result, convergence in the prices of the globally 

standardized product across countries is predicted to reduce its equilibrium degree of penetration. 

 

Summing up this subsection, the predicted effects of convergence on global 

standardization vary across different kinds of convergence dynamics.  The effects of 

convergence of tastes vary with whether locally customized or globally standardized products are 

(initially) intrinsically preferred.  The effects of convergence of globalization indexes more 

broadly depend on the parametrization of the problem, although at the limit, we can predict an 

extreme outcome in which the globally standardized product either wins out across the board or 

nowhere at all.  Finally, the convergence of prices of the globally standardized product across 

countries hurts the equilibrium degree of global product standardization. 

 

It is also useful, at this point, to look back across all the analysis that has been performed 

so far.  Substantively, it suggests that the global standardization hypothesis has considerably less 

momentum than the juggernaut that it is sometimes portrayed as being: see Table 1 for a 

summary of the barriers identified.  And methodologically, it illustrates the usefulness of 

specifying some sort of theoretical structure, if only a simple one, when working through such 

issues: intuition alone would probably be inadequate. 

 

<Table 1 about here> 

V. Extensions 

The simple model of global vs. local product economics presented and analyzed in the 

last two sections could be extended and elaborated in a number of obvious ways.  On the supply 

side, it would be useful to allow for intra-modal as well as inter-modal competition, in addition 

to enriching the treatment of the latter.  On the demand side, explicitly unbundling horizontal and 
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vertical differentiation and allowing for additional heterogeneity within countries are clear 

priorities. 

 

These modeling possibilities do not, however, exhaust the STAR case, which offers 

additional insights about how to advance, adapt, or alter existing theory.  This section will briefly 

discuss three such directions that take us beyond simple comparisons of product economics: two 

factors that often constrain global standardization but were, in a sense, left out of the formal 

model and a third concerning the impact of strategy on performance. 

 

V. 1. Political Constraints 

Market-based models of global standardization, such as the one developed and discussed 

in the last two sections, implicitly assume that the degree of global standardization that is 

observed reflects the outcome of market-based processes.  But in many industries, particularly in 

a cross-border context, non-market processes play an important role in shaping the rules of 

market games.  Media, particularly TV broadcasting, are salient politically because of their 

potential to affect public opinion, and therefore remain subject, around the world, to extensive 

state control through licensing, regulation, ownership and even censorship (Djankov et al 2001).  

Thus, even in the relatively free-wheeling United States, the purchase of local television stations 

required News Corporation’s Rupert Murdoch, formerly Australian, to become a U.S. citizen.12  

In much more tightly controlled Asian contexts, particularly China (STAR’s key market), foreign 

firms could expect to be scrutinized closely, making circumspect handling of political issues a 

precondition for commercial success. 

 

Early on, however, News Corporation/STAR’s strategy did not seem to pay much more 

attention to political issues than did the model.  Perhaps the most glaring political misstep was 

Rupert Murdoch’s public pronouncement, after gaining control of STAR, that satellite television 

was “an unambiguous threat to totalitarian regimes everywhere,” because it permitted people to 

bypass government-controlled news sources.13  Not surprisingly, the Chinese government 

retaliated by enacting a ban on the reception of foreign satellite TV services. And while News 

Corporation has since made strenuous attempts to rebuild its relationships with the Chinese 
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government, it is generally regarded as having been unable to score any major breakthroughs in 

that country.  This is a critical failure because mainland China accounts for 60 percent of the 

households that can receive STAR. 

 

Recognition of political constraints and, more broadly, non-market processes, is only a 

first step, of course.  What would be ideal, of course, would be to integrate the analysis of such 

non-market linkages integrated with market-based analysis.  For an attempt in the context of 

another case, see Baron (199x). 

 

V. 2. Cultural Constraints 

Constraints on global standardization based on cultural differences are, in principle, more 

easily assimilated into market-based models of product economics.  The question of interest that 

can nevertheless be raised about them is whether they command sufficient attention, in practice 

as well as in academic analyses. 

 

TV broadcasting supplies, once again, a strong example. The local consumption bias 

evident in Figure 1 has already been discussed.  A prominent component—but not the only 

one—consists of local preferences for local-language programming.  Yet in initially positioning 

STAR as an English-language broadcaster, its ethnically Chinese founders managed, at least in 

their own minds, to overcome this fact. 

 

Of course, cultural differences, particularly linguistic ones, are more salient in TV 

broadcasting than in most other products or services.  But that is not to say that such differences 

can be neglected on average.  For instance, trade economists’ analyses of bilateral trade flows 

suggest that, on average, a common language leads to about three times as much trade between a 

country pair as would occur in its absence (Frankel and Rose 2000).  And this is true after 

controls are implemented for a range of other factors, including political/administrative ones 

such as past colony/colonizer links or common membership in a preferential trading agreement.  

Effects that are this large on average cannot sensibly be neglected.  But they often are. 
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V. 3. Strategic Discretion 

An emphasis on constraints, whether competitive, political or cultural, is suggestive of a 

preordination of outcomes.  But it is worth remembering that strategic discretion matters: that 

performance depends not just on opportunity sets but also on the strategies that are actually 

tried—in other words, on whether choices from opportunity sets are optimal or suboptimal. 

 

Yet again, STAR provides a good example.  Two early missteps that seem to have cost it 

dearly have already been mentioned: Li Ka-Shing’s English-language focus and Rupert 

Murdoch’s anti-totalitarianism speech.  But questions could also be raised about other choices 

that were made: the amount of due diligence that News Corp undertook before buying STAR, the 

complete buyout of Li Ka-shing (as opposed to retaining some of his interest and influence), the 

relatively adversarial approach adopted vis-à-vis a number of potential partners and content 

suppliers, the handling of negotiations with Zee in India, which delayed STAR’s entry into 

Hindi-language programming while allowing Zee its independence, the general pace of 

localization efforts, which have not been swift, and the focus on controlling transponder capacity 

at a time when such capacity was becoming a commodity. 

 

From a practical perspective, this litany of possible missteps at STAR fulfills the useful 

purpose of highlighting the range of levers that managers pull that affect the success or failure of 

a strategy—and therefore the room for value-enhancing managerial action as opposed to 

environmental determinism.  And from an academic perspective, it serves as the reminder of the 

empirical usefulness of tracking, among other things, the choices that firms actually make 

instead of assuming a completely deterministic competitive mapping between product economics 

and market outcomes. 

VI. Summary 

The conclusions from the modeling effort are clear, but worth resummarizing.  Demand 

growth, the broadening of demand beyond the elite to the masses, and reductions in fixed 

costs/scale sensitivity on the supply side are all capable of reducing the equilibrium level of 
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global standardization, as is the ability of local producers to precommit costs to particular 

markets.  The effects of the convergence of tastes and of globalization indexes depend on what 

things are converging from or toward, although at least in the former case, it is possible to add 

that narrowing taste differences are likely to increase global standardization if taste differences 

initially favored local producers, and to decrease global standardization if the reverse were true.  

Convergence of the price of the globally standardized product across countries does, however, 

unequivocally reduce the global product’s degree of penetration in equilibrium.  Overall, the 

theoretical analysis suggests that the global standardization hypothesis has considerably less 

momentum than the juggernaut that it is sometimes portrayed as being.  And once again, the 

substantive usefulness of the analysis also suggests the methodological usefulness of theoretical 

structures, even simple ones, to analyze complex phenomena. 

 

The contributions of the case study should be spelled out as well.  First and most 

modestly, the case studied provided a counterexample to the global standardization hypothesis in 

a context—satellite television—that might make proponents of global standardization pause and 

take notice since the medium is often supposed to be highly globalized/globalizing.  Second, the 

case also supplied guidance about how to build a simple microeconomic model of the 

competition between globally standardized and locally customized products, and the comparative 

static analyses to be performed with that apparatus.  Finally, aspects of the case that were left out 

of the present modeling effort flag several avenues for additional analysis.  Taken together, these 

contributions suggest that the detailed analysis of individual cases can be a useful 

methodological vehicle for confronting microeconomic theory with reality. 
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FIGURES & TABLES 

 

 

Table 1 Model Summary: Barriers to Global Standardization 

 

Country 
Attributes 

Demand Dynamics Cost Dynamics Convergence Dynamics 

Large countries Demand growth Asymmetric 
reductions in 
marginal costs 

Convergence of tastes if 
initial ti > 0; divergence of 
tastes if initial ti < 0 

Exotic tastes 
but low cost to 
serve 

Mass market penetration (if 
mass market customers are 
less cosmopolitan) 

Reductions in 
fixed costs/scale 
sensitivity 

Convergence of prices of 
global product 

 

Figure 1
Foreign Penetration and Domestic Market Size in TV Programming* 
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END NOTES 

 
1 Ted Levitt, “The Globalization of Markets,” Harvard Business Review, May-June 1983, page 

92. 

2 Author’s interview with STAR CEO James Murdoch and COO Bruce Churchill on May 1, 
2001. 

3 For example, “Today, nearly every industry has a significant global segment in which 
customers prefer products or services that are much more global than they are local…The 
global segment is increasing in size in nearly all cases,” George Yip, “Global Strategy in the 
Twenty-First Century” (2000, p. 1). 

4 The model draws on Ghemawat and Spence (1986) but generalizes its parametric assumptions 
and extends the analyses undertaken. 

5 The reason for this assumption is cosmetic: it simplifies the notation.  International 
homogeneity could easily be dealt with by shifting the level of analysis from individual 
countries to groups of countries; intra-national heterogeneity would require an analytic shift 
to individual segments.  Some analysis along these lines is sketched in the next section, in the 
subsection that looks at the impact of demand dynamics on globalization. 

6 The generalization to price-elastic demand is nontrivial, and typically requires strong symmetry 
assumptions to yield closed-form expressions (Anderson and de Palma 2000).  In the present 
context, it seems more important to allow for asymmetry rather than price-elasticity. 

7 Mass customization suggests a possible caveat to this conclusion.  Note, however, the limits 
that have been observed to date in successful implementation of such strategies. 

8 Caves, Porter, and Spence (1980, chap. 1) informally reach similar conclusions. 

9 There were probably some reductions in programming costs, adjusted for quality, as well. 

10 See, the discussion of convergence in “The Cross-Border Integration of Markets and 
International Business” Pankaj Ghemawat, Harvard Business School working paper. 

11 Just in case this second possibility seems rather improbable, it is worth mentioning that data 
from the last few decades have indicated greater geographic dispersion rather than 
concentration of production in most categories of products around the world (UNIDO, 1995), 
and have led to a rejection of product life cycle theory by its original proponent, the late 
Raymond Vernon, principally on the grounds that it no longer makes much sense to talk of 
lead countries.  See Raymond Vernon (1966 & 1979).  Also note that at least some 
microeconomists find it natural to assume that globalization is making consumers more 
rather than less picky (Anderson and de Palma 2000), i.e., increasing tis. 

12 More recently, in spring 2001, Murdoch’s attempts to buy General Motors’ interest in 
DirectTV to fill out the U.S. gap in News Corporation’s global satellite TV holdings had 
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been challenged by Senator John McCain, then Chairman of the Senate Commerce 
Committee, on the grounds that it could result in “a consolidation of power the likes of which 
this country has not seen since William Randolph Hearst.” 

13 Rupert Murdoch, as quoted in the Los Angeles Times, February 13, 1994, Part D, pg. 1, 
column 4. 


