The Demand Function – What is at the HEART?

    Demand is essentially about WHOM.  Who values which attributes (generating benefits or solutions) of a product? Who is it that perceives an offering with a specific set of attributes as delivering more GET than they GAVE? For that reason in this module we take a global view of the emerging shifts and changes in global populations, whether temporary or permanent, and whether legally implemented or not. We also look market sophistication.
   We first offer the birth and migration flows (now somewhat dated) around the world. (View that now).  The US is intimately familiar with the flow of Hispanics into the US from Mexico and points south as a contemporary issue. The flows change available customer groups at a gross level. Due diligence is basically paying attention the right things. The customer base is one such ‘right thing.’
   Not much commentary is offered, as this is intended as background to the consideration of the demand function that we use in this course component.

   Then we offer the commentary below. The approach to the identification of the groups from whom we will draw our Q and our Revenue is a matter of critical importance.  For that reason, a review of the Kartajaya idea of market readiness based on the tremendously varying sophistication of markets he observed is germane.  The attributes we identify in a demand equation will vary greatly based upon the readiness of the market to perceive and appreciate the various attributes that the marketer may choose as most effective, based upon the era the target consumers represent. 

   So we offer two ideas in conjunction with the demand equation: changes to and drift in the base population from which we draw segments (the groups that respond to our demand who can be characterized in the equation), and the need to evaluate markets of potential buyers as to their sophistication or readiness for different approaches to marketing; the appeal and the marketing effort (or lack of same) must be appropriate to the ‘era’ the targeted consumer ‘inhabit.’ It may be formal segmentation; it may not be.

    First, the global picture… (review the Birth & Migration material).  
Sequence of Market Eras, and Era Overlap

A concept we discuss frequently in marketing, and which is tossed about freely, is that of ‘segment.’  The word – like ‘paradigm’ and ‘construct’ – has had its real meaning diluted as generic overuse tends to make it mean just about anything, hence nothing. In marketing, ‘segment’ has a distinct meaning, describable attributes, and represents a critical thinking and planning tool in a stage of development in marketing.

Hermawan Kartajaya, an Indonesian- and Scottish-trained marketer in Indonesia, observed that in his homeland of thousands of islands, wide ranging cultures, large centers of population and widely dispersed villages, the classic and traditional marketing concepts, jargon, and approaches from his training years seemed sometimes not well fitted to his target markets. Analyzing the contradictions, Kartajaya developed a matrix that sheds light on both ‘product x market’ and ‘person x situation’ interactions – in the same way that marketing is not done today in the US as it was in the 1930’s, he found that marketing approaches had to be tailored to gross market characteristics.

Indonesia, because of its incredible diversity, had a host of different markets that varied in size, demographics, culture, and time era.  The time variable meant that he was dealing with substantial groups of potential consumers ranging from aboriginals to Internet shoppers; these very different markets reflected multiple eras of development across the geography of Indonesia, and the different markets required different approaches echoed in the well documented chronological sequence of marketing development in Europe and America. Kartajaya could easily move into a different time era simply by changing his geography within Indonesia. Looking at the matrix, if introducing basic goods to an unsophisticated market that did not have (but wanted) the product, he simply put it into outlets (geography) and announced it was ‘now available’ (4A tactics).

This insight about this marketing era component in global settings was profound, and differed from a provincial view of ‘marketing as if in Europe and America.’ American and much of European marketing is grounded in the 4P’s of McCarthy (Product, Price, Place, Promotion), and so he was trained, but a funny thing happened on the way to serving his Asian global businesses – he realized that all ‘eras of marketing’ coexist simultaneously in Indonesia, and in another insight equally as profound, around the world. Kartajaya discovered a previously unemphasized marketing variable that was at the ‘gut level,’ one that marketers had only vaguely suspected, but none had ever clearly articulated – market sophistication.

Marketers knew a high tech product, basic foods, fashion clothing, and entertainment (among many categories) ‘marketed’ differently. But the overall coherence and consistency in American and European markets (especially in a country as relatively homogenized as ours, and despite successful marketer segmentation activity) obscured the dramatic differences in market sophistication that were obvious in the much broader cut across the thousands of markets of Indonesia. The inadequacy of the 4P’s as the sole focus for marketers in Asia was puzzling for him until Hermawan Kartajaya realized that the modernization of Asia had occurred relatively much faster than in areas featured in his academics – the US and Europe. What our developing country documented as overlapping eras in marketing over historical periods, he realized were levels of marketing sophistication fitted to levels of sophistication in target markets! Here the flow of market development was fairly evenly paced nationally, but in Indonesia (and Asia) the relatively much more rapid industrial overlay taking place as trade and outsourcing expanded to global proportions left all ‘market eras’ in place in Indonesia, just sitting there for him to discover, evaluate, and expertly model.  One of the world’s premier marketers says many good things about Kartajaya: (this excerpt from the MarkPlus&Co webpage)

When Phillip Kotler, the world Marketing Guru asked me to write with him, I said “I’m not a professor. I’m not a PhD. My English is not fluent”. But he believed in me. I remember him telling me that I am a great modeler. Yes, I do like models, because models can makes everything easy to understand. And my principle towards marketing is ‘simplifying the complexity, not complicating the simple things’. 

  We owe to Hermawan Kartajaya the breakthrough idea (one we should have recognized, as with most historic insights) of market readiness. While still a customer-oriented construct, it moves the modeling effort up a level to shed light on ‘what marketing really is’ at a smaller scale and from a higher vantage point. This is simply a better model and ‘bigger picture’ than the 4P’s – a useful tool.

   The demand equation relies wholly on how potential consumers perceive the attributes of a product.  (Review the Demand Equation at this point). We now recognize that, for example, a shiny chrome-plated flat piece of metal can be appreciated differently by customer in different eras – for some it ensures no rust, for some it could double as a mirror, and for some it is just shiny and attractive; so the era, or developmental stage, or market sophistication interacts with the demand equation and affects how we select and represent attributes that we may put forward in our strategic phase – how we position a product. 

   Again, please take some time and evaluate Kartajaya’s characterizations in the ‘readiness’ or ‘sophistication’ matrix.
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