
Marketing Economics



Key Economic Concepts Related to Marketing
Economy – The way in which a nation provides for the needs/wants of its 
people

Many products compete in the global economy.

Economics are influenced by constraints and scarcity.  There is only so much:
- land 
- labor, and 
- Capital,
so people (and nations) need to make economic decisions on what to make, 
buy and use.

If consumers don’t need to make choices, is the value of marketing as great?

https://www.stlouisfed.org/education/economic-lowdown-video-
series/episode-2-demand

http://www.cbsnews.com/news/brisket-shortage-has-texas-barbecue-lovers-facing-rising-costs/


Key Economic Concepts Related to Marketing
Since resources are limited, certain decisions must be made which define the economic 
system. The basic questions are:

1. Which goods and services should be produced?

2. How should the goods and services be produced?

3. For whom should the goods and services be produced?

https://www.stlouisfed.org/education/economic-lowdown-video-series/episode-1-supply

Video on Supply

We will focus on how a market economy (Go Capitalism!!) answers these questions.  This is 
basically our free enterprise system.

https://www.stlouisfed.org/education/economic-lowdown-video-series/episode-1-supply


Supply and Demand

The Cost of Brisket

http://www.cbsnews.com/news/brisket-shortage-has-texas-
barbecue-lovers-facing-rising-costs/

Market Equilibrium

Price Inelasticity

http://www.cbsnews.com/news/brisket-shortage-has-texas-barbecue-lovers-facing-rising-costs/
http://www.cbsnews.com/news/brisket-shortage-has-texas-barbecue-lovers-facing-rising-costs/


Key Economic Concepts Related to Marketing

Is the United States economy an entirely free market system?

Let’s go back to the three defining questions:
1. Which goods and services should be produced?
2. How should the goods and services be produced?
3. For whom should the goods and services be produced?

If the U.S. economic system were entirely free – there would be 
complete freedom for anyone to produce any good, at any price for any 
consumer.

What examples do we have of restrictions on our free enterprise 
system imposed by the government?



Economic Fundamentals

There are some key terms to know when discussing the economic 
conditions impacting marketing:

- Free Market Economy
- Productivity 
- Competition
- Profit
- Prices and Price Elasticity
- Supply and Demand and Market Equilibrium



Economic Fundamentals – Other Important Terms

Here are a few other key concepts we will want to remember:

- Economies of Scale
- Customization
- Intellectual Property
- Economic Advantage – Absolute vs. Marginal Advantage



I Hate Scalpers!
• Consider a scenario where there are 20,000 tickets for an event

• All tickets were sold for $50 each; 1000 tickets are being held by several 
scalpers for resale. (Scalpers expect the game to be highly attended.)

• An hour before the game scalpers are asking $200 – well above face 
value.

• What are some of the things that could happen as game time 
approaches?

• The price level will correspond to the level of demand for the tickets

- High demand will bring high prices, and maybe more sellers

- Low demand will require suppliers to cut their prices to make sales

This is an example of movement along the Supply/Demand Curve

http://www.investopedia.com/terms/p/price_level.asp


I hate Scalpers! – part 2

• Suppose that the game had sold out (face value - $50).  

• In the secondary market (scalpers) were doing business reselling at $100 per 
ticket.

• The day before the game time, the visiting team announces they could not 
sell their ticket allotment and return an additional 2000 tickets to be sold at 
the box office for $50.

• What is likely to happen to ticket prices in the resale market?  

• This is a change in the entire supply curve due to an increase in the supply of 
tickets.

- This is an example of shift in the entire supply curve.



Supply and Demand Dynamics

Why are 
supply and 
demand 
concepts
important to 
us as 
marketers?



Pricing
What does supply and demand say about pricing generally?

Are all products equally price sensitive?
Gasoline? – gas has few substitute - people with a car need to buy gas. 
For many, driving is a necessity. 
There are weak substitutes, public transportation, Uber, or walking. 
Generally, if the price of gas goes up in the short term we tend to demand the same 
amount – the demand proves to be inelastic.

Kit Kat Bars. If the price of Kit Kat’s increases, but other chocolate bar prices stay 
the same, people will switch to alternative types of chocolate bar.  
Therefore chocolate bar prices are generally very elastic, because there are many 
substitutes – even non-chocolate treats.

(Show examples of the two charts.)



But Be Careful

• Shell gas. We say that gas is overall quite inelastic. 

• But, if an individual gas station increases price, people will buy from 
other gas stations. 

An exception is if a gas station has a local monopoly – e.g. at service 
stations on the highway there is a “captive” audience and they can get 
a higher price since you have fewer alternatives. But, in the city,  with 
many alternatives, people will have a more elastic demand at any 
particular gas station.



Competition

How could competition impact your brand?

Competitors could produce the same product as you – how might that impact sales 
of your product?  

Say two company’s produce the exact same school uniform, what influences your 
choice as a consumer?

Competitors may make a different product than you – how might that impact sales 
of your product? How do Apple and Samsung compete against one another?

Businesses need to remember that competition is an external factor to consider in 
marketing decisions.



Shark Tank

https://www.youtube.com/results?search_query=shark+tank+episodes
+for+free

Shark Tank Season 6 Episode 14

- Scratch & Grain

https://www.youtube.com/watch?v=fjulIdC4blQ
https://www.youtube.com/watch?v=fjulIdC4blQ
https://www.youtube.com/watch?v=fjulIdC4blQ

