
Comparing How Supply and 
Demand Affect Marketing 

Decisions

Understanding Market Forces in Business 
Strategy



Introduction to Supply and 
Demand

• What is Supply?

The total amount of a product available to consumers.

• What is Demand?

 The consumer's desire and willingness to pay for a 
product.

• Importance in Marketing:

Helps businesses make strategic decisions to balance 
availability and pricing.



The Law of Supply and Demand

• Basic Principle:

As demand increases, prices tend to rise; as 
supply increases, prices tend to fall.

• Impact:

Changes in either can lead to shifts in pricing, 
production, and marketing focus.



How Demand Affects Marketing 
Decisions

High Demand:
 Businesses may increase prices or emphasize 
product availability.
Example: Limited-edition products or seasonal 
items.

Low Demand:
 Marketing shifts to promotional tactics 
(discounts, ads).
Example: Off-season discounts or bundle deals.



How Supply Affects Marketing 
Decisions

• High Supply:
 Can lower prices to sell excess inventory.
Marketing may focus on bulk purchases or bundle 
discounts.
Example: Overstock sales.

• Low Supply:
 Raises exclusivity; may increase prices.
 Marketing strategies focus on creating urgency (e.g., 
“limited stock”).
Example: High-demand tech products during release 
periods.



Case Study 1 - High Demand 
Product

• Example: New iPhone Release

• Demand Impact:
• Initial high demand allows for premium 

pricing.

• Marketing Strategy:
•  Emphasize features, limited availability, and 

premium status.



Case Study 2 - Low Supply Product

• Example: Limited Edition Sneakers

• Supply Impact:

•  Limited supply creates exclusivity.

• Marketing Strategy:

•  Scarcity marketing (e.g., countdowns, 
exclusive events).



Supply and Demand in Product 
Lifecycle

• Introduction Phase:
•  Demand may be low; marketing focuses on building awareness.

• Growth Phase:
•  Demand grows; marketing ramps up to capitalize.

• Maturity Phase:
•  Demand stabilizes; marketing aims to differentiate from 

competitors.

• Decline Phase:
•  Demand decreases; marketing may emphasize discounts or 

rebranding.



Key Takeaways

• Demand-Driven Decisions:
• Higher demand can increase prices and 

exclusivity.

• Supply-Driven Decisions:
•  Lower supply can drive up prices, but excess can 

lead to markdowns.

• Balance and Adaptation:
• Businesses must adapt marketing strategies to 

supply and demand changes continuously.



Conclusion

• Summary:

• Understanding supply and demand is crucial 
for effective marketing strategies.

• Final Thought:

• Monitoring market trends helps businesses 
make informed marketing decisions that align 
with consumer needs and inventory levels.


