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INTRODUCTION

The primary objective of this note is to provide an introductory understanding of the scope and function of
marketing in the broader context of business management. This note will:

» Provide a basic understanding of what marketing is and a framework to better analyze a business’s
marketing strategy

» Explain the importance of internal corporate and external market analyses, and provide several frameworks
for offering insights into a market

» Explain marketing elements and provide a framework to help organize and structure a marketing plan

» Explore skills related to analyzing a marketing plan

WHAT IS MARKETING?

The term Marketplace refers to a place where buyers and sellers of goods and/or services meet to exchange value
for those goods and services. The term market is used to refer to a group of current and potential consumers of a
product and/or service.

Marketing refers to the analysis of the market and designing and executing a strategy for a business to appeal to
this market. One of the major challenges of marketing is defining who is part of the market being pursued. Target
market refers to the process of segmenting consumers into subcategories to better define the consumer group
being pursued. Fundamentally, a business must understand its market to determine what features or traits are most
important and provide a compelling walue proposition to a specific customer.
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A value proposition describes the benefit of the product and/or service that is proposed to consumers. To best
create this value, a business must understand the current external forces at play in the industry, including consumer
preferences, competitor offerings, and general macro trends. This type of analysis is often conducted by marketing
managers, as businesses compete to better analyze and understand their markets.

To create value for consumers, a marketing manager must first identify the specific customer target market being
pursued. The marketing manager then uses insights from the internal and external analysis to make strategic decisions
regarding the methods of distribution, pricing, features of the product and/or service, and the best ways to promote.

MARKET ANALYSIS

To make strong marketing decisions, a marketing manager must use insights gained through analysis. There are
many advanced tools for conducting a market analysis; however, most emphasize the need to gather insights about
external factors that may impact the business, as well as understanding their own company’s internal capabilities.

In this note, we will explore three tools commonly used to understand the external environment:

» Market Trends: PEST Analysis
» Consumer Analysis
» Competitor Analysis

PEST Analysis

Changing trends in the marketplace often provide valuable insights that are used to design an effective marketing
plan. The PEST framework represents the following types of trends: political, economic, social and technological,
and it is designed to help an analyst know what they should consider. Sometimes these trends intersect multiple
categories. The categorization of trends into a specific section in the framework is not the purpose of the PEST
analysis. Marketing managers can use knowledge of external factors to influence their target market selection,
product design, or promotional strategies. The chart below gives a few simple examples of what trends might look
like in each category.

Category Example

Political Introduction of government policy banning single-use plastics
Economic An industry growing faster than the rest of the economy

Social A consumer trend toward selecting responsibly sourced products
Technological Increase in customer purchases through ecommerce
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Competitive Analysis

To create an effective marketing strategy, a marketing manager must understand the other businesses that are
targeting the same consumer groups. A good competitive analysis is unbiased and should take the perspective
of the consumer. For example, consumers may view Apple phones as technologically superior, even if Huawei
phones have more technologically advanced components. Further, some competitors (direct) will offer almost
identical products or services, while others (indirect) will offer similar substitute products or services. Both direct
and indirect competitors should be considered in the external analysis, because they are targeting the same pool
of consumer spending. A marketing manager should be able to describe how their competitors are perceived by
the market and be aware of both their strengths and weaknesses. It is also important for marketing managers to
anticipate competitors potentially reacting to their strategies.

Consumer Analysis

Segmentation is the process of dividing the marketplace into subcategories to better serve their specific needs.
This is sometimes done through demographics, such as age, gender, income, or through psychographics to describe
a behaviour pattern or archetypal person whom this would apply to, such as an athlete, socialite, or vegetarian.
Gathering insights into potential ideal consumers of the product and/or service is essential to designing a focused
marketing plan. One of the simplest models to support this investigation is to ask the following: who, what,
when, where, why, and how. In other words, trying to understand motivations, habits, and other factors that drive
consumers to purchase a product and/or service will better strengthen the marketing strategy. How the marketing
manager defines and understands their potential consumer groups will impact every section of their marketing
strategy. A brief example of the six questions is shown below:

Category Example

Who Grandparents of teenagers

What Gifts that are practical and would be appreciated
When Holidays

Where Physical location like a shopping mall

Why Social obligation

How Word of mouth, Facebook
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Internal Analysis

A marketing strategy needs to take into account the capabilities of the company executing the plan. For example,
a local diner would likely not have the financial capability to pay for a Super Bowl advertisement, nor would they
have the human resources to become a full-time social media influencer. As a starting point, a marketing manager
should understand the financial resources available, the operational capacity, what employees are capable of, as well
as past successes and failures in marketing strategies that have been implemented. The table below shows examples
of how various insights might impact this planning.

Category Example
Financial Current cash flow constraints require the plan to result in immediate sales.
Marketing 'The brand is known for luxury, which will make it hard to launch an economic offering.
. 'The business can serve 10 customers, so low-price and high-volume strategies would
Operational e
be prohibitive.
Human Resources 'The managers have a background in digital design, and social media posts are more viable.

MARKETING STRATEGY OR PLAN

Developing a coherent marketing strategy also requires a clearly identified target market to center product,
placement, pricing, and promotion decisions around.

Figure 1: 4Ps of a Marketing Stmtegy1

Discount
Offer Price
Credit Policy

Brand
Services
Packaging

Product Price
Target
Market
Placement Promotion

Market
Channel
Distribution

Advertising
Publicity
Sales

[1] Pearce, Michael R., Marketing Management (London, ON: Ivey Publishing, 2016), available from Ivey Publishing product no. 9B08A015; Twin,
A., 4 Ps of Marketing: What they are & how fo use them successfully (Investopedia, 2024), https://www.investopedia.com/terms/f/four-ps.asp#citation-8.
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A strong marketing strategy should entail two main factors:
1. Use insights from the external and internal analyses as the foundation of the strategy.
2. Ensure all elements of the marketing strategy work toward the same objective.

The second point is often referred to as fiz. Fit is how well each part of the marketing strategy aligns with a
common objective. For example, it may be rational to use the insight that consumers drive on a certain highway,
which would make it logical to use a billboard advertisement. It may also be rational to promote ecommerce
on social media, since the same target market regularly purchases items online. However, together, these two
strategies do not fiz. If a marketing strategy includes online distribution, then promotion on a billboard visible to
drivers would be less effective compared to click-through advertising that leads directly to the point of purchase.
In practice, many elements of marketing strategies can be difficult to augment. For example, it would be easy for
YETT to find new target markets or distribution methods, but very difficult to change the product to something
entirely different, like a driving service.

Target Market

'The target market is the specific consumer group that the business plans to focus its marketing strategy on. The
process of proper segmentation is paramount, as this categorization will guide insights and decision making. All
of the marketing plan’s elements must fit the potential target market identified and drive decisions regarding the
4Ps in the marketing plan.

Product and/or Service

The external and internal analyses should impact the design of any new product and/or service being considered.
For example, if a consumer analysis of hikers reveals that they focus on the weight of items in their backpacks, a
good marketing manager will push for lighter materials in production. In other words, understanding the various
trends and factors of the relevant market can improve the product and/or service offering.

Price

Pricing is the amount of money that a business charges for its goods or services. A marketing manager must
develop a pricing strategy that extends beyond covering the costs of providing the goods or services. The price
strategy must fit the broader marketing strategy and meet the target market's expectations. There are many factors
that influence pricing decisions, and at an introductory level, these will often be simplified. The majority of factors
that need to be considered in a pricing decision can be categorized as follows:

» External factors that would come from an external analysis
» Internal factors, often related to constraints

» The overall marketing strategy and how the price fits into it

Figure 2: Pricing Factors

Pricing
External Factors Internal Factors Marketing Plan
* Competitor Pricing * Production Capacity * Target Market's Willingness to Pay
* Consumers' Willingness to Pay * Brand * Promotion
* Industry Trends * Cost (Direct, Overhead, Admin) * Placement (Brand and Markup)
* Financial Needs * Product
* Product Portfolio
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Placement or Distribution

Placement refers to the method by which a consumer can purchase a product and/or service, including retail
stores, online shops, and in-app purchases. Distribution refers to the chain of sellers who buy and sell products to
reach the end consumer. For example, a farmer might sell their potatoes to a national wholesaler, who then sells
them to a regional wholesaler, who then sells them to individual grocery stores. *

Placement strategies must also fit the buying behaviour patterns of the selected target market, or a promotional
campaign would be necessary to change their buying behaviour. For example, if consumers are used to purchasing
fruit in a grocery store where they can inspect quality, it would be difficult to switch to selling directly through the
internet without heavy promotions to create a new purchasing behaviour.

Distributors and retail partners will include markups. Markups represent a percentage increase added to the
original price charged to the distribution partner. This is the method by which each company in the distribution
chain makes money. For example, a farmer might sell an apple for $0.10, but after markups by national and regional
wholesalers, plus a grocery store’s markup, the apple may now sell for $0.50 to the end consumer. Distribution
partners might also apply constraints through product specifications and minimum order quantities (MOQs).
For example, Costco might require distributors ship products in shrink-wrapped pallets.” Retailers might also
request a unique Stock Keeping Unit (SKU) that is not sold at other retailers, a specific volume container, or a
unique container height and width to fit their shelf space. Retailers may also require financial support for in-store
marketing materials. All these factors would impact the marketing strategy selected.

Promotion

This category refers to the process of communicating about the product and/or service to the target market.
'The methods for this are diverse and often include elements of creativity. It is essential to remember that the
chosen promotion methods must align with the broader goals of the marketing strategy and be evaluated for
their potential outcomes. Examples of promotional methods include print, radio and television advertisements,
social media influencers, click-through online adverts, and brand partnerships. Promotional strategies consumer
interactions and price discounts, such as giveaways, contests, and buy-one-get-one (BOGO) free offers.

An important aspect of promotion is the reach or potential reach. Reach refers to the number of individuals who
will be exposed to the promotional plan. This can help marketing managers assess whether the campaign will
achieve the desired outcome or not. Similarly, conversion is a term used to describe moving potential consumers
from viewing a promotion to purchasing the goods and/or services. It is essential to assess a promotional plan
against potential outcomes.

[2] A wholesaler is a company that buys in bulk and resells to typically smaller retailers.
[3] Also known as skids, these are wooden platforms that items can be stacked on top of each other in order to be lifted by a forklift.
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Constraints, Fit, and The Marketing Strategy

Designing a marketing strategy that is focused on a common goal may seem simple to do. However, in practice,
different elements of the marketing strategy can constrain what is possible, especially when they are difhicult to
change or adapt.

For example, for a small soda distributor (ABCola), a consumer analysis might reveal that frequent soda drinkers
would be a desirable market, since they have the potential for high volume sales. However, this market is already
brand loyal and expects an affordable price point. The competitive analysis could reveal that major cola distributors,
such as Coca-Cola and Pepsi, have a dominant market share with significant promotional budgets, as well as mass
production and distribution, giving them a competitive advantage on price and availability. Further, the limited
internal capabilities of ABCola could make gaining shelf space in major retailers difficult. ABCola faces several
constraints:

» Limited distribution

» Limited promotional budget

» Limited ability to reduce price

» Difficulty directly competing with major competitors brand awareness

Based on these constraints, ABCola could focus its efforts on a smaller niche market for soda, such as consumers
seeking novelty or health benefits. For example, ABCola could target more health-conscious soda consumers and
pursue distribution in regional specialty health food and supplement stores. This consumer group would expect to
pay a premium, which would align with ABCola’s necessarily higher price point. ABCola’s limited promotional
budget could be spent on targeted messaging to a smaller niche group, as Coca-Cola and Pepsi would struggle
to appeal to these groups while maintaining their brand position. ABCola could use point of sale promotions in
health food stores, as well as targeted promotions to health and fitness influencers, to reach customers. Additionally,
the product could feature all-natural ingredients, focusing on plant extracts and simple ingredients to appeal to
health-conscious consumers. This brief example is only one possible solution, but it is important to note how the
plan fits together within the constraints and insights gained from the external and internal analysis.

MARKETING TOOLS

'The following marketing tools will be introduced in this section:

Defining the marketing challenge
Markups

Margins

Breakeven analysis

Profitability analysis

Customer conversion funnel
Consumer perception maps

vV VvV VvV v v Vv Vv
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The Marketing Challenge

The Marketing Challenge is the concept used to describe the primary problems facing the marketing manager
and the objectives of a related marketing strategy. The challenge should not just be about earning more money—
this does not provide enough guidance to the marketing manager. Rather, the marketing challenge should be
considered a benchmark to test marketing strategies against. The proper framing of a marketing challenge helps
enable productive and creative responses.

For example, if the marketing challenge was framed as the need to gain more revenue from the Google Pixel,
it provides no guidance or litmus test for the type of strategy needed. If instead, it is framed as the need to gain
potential customers’ trust with the Google Pixel operating system, then the marketing manager knows to focus on
the product and making the operating system intuitive to beginner users. They might also consider distributing
through corporate phone plans so users gain exposure through work and may make personal purchases in the
tuture. They could set up pop-up promotional events to allow iPhone users to test the Google Pixel device or run
digital advertisement campaigns highlighting the similarities between iPhone and Google Pixel devices. All these
strategies address the broader marketing challenge and objective.

Markups and Margins

Markup refers to the percentage that a company adds to its cost before selling. For example, a factory could sell
a couch for $100 to a wholesaler, who then applies a 20% markup, and then sells it to furniture stores for $120."

Margin (or unit contribution) refers to the portion of the selling price net of the item’s cost.” Based on the previous
example, if the wholesaler sold the couch for $120 and paid $100 to the factory, its unit contribution would be $20.
To express this as a percentage, the unit contribution can be divided by the selling price (Margin % = UC + SP).
For example, the wholesaler makes $20 on a $120 sale; therefore $20 + $120 = 16.7% margin.

Use the following formulas to convert between markup and margin:

» Markup = Margin + (1 - Margin)
Margin = Markup + (1 + Markup)

Using the previous example:

» Markup conversion = 16.7% + (1 - 0.167) = 0.20 or 20%
Margin conversion = 20% + (1 + 0.2) = 0.167 or 16.7%

(4] Markup vs Margin: What is the Difference? (Consero, 2025), available from https://conseroglobal.com/resources/markup-vs-margin-what-is-the-difference/.
[5] Also known as contribution margin or gross profit. On a per product basis the selling price - variable costs = unit contribution.
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Many distribution chains involve several steps and require calculation before the final price for the end consumer
can be realized. This can be represented visually through a markup diagram. In the previous example, if a factory
sells a couch for $100 to a wholesaler with a 20% markup, who then sells to a retailer with a 50% markup, the
diagram would look as follows:

Figure 3: Markup Diagram Example

Factory » Wholesaler » Retailer

~_ ~_

20% Markup 50% Markup

$100 » $120 » $180

~_ ~_

$100x (1 +20%) = $120 $120x (1 +50%) = $180

Breakeven Analysis

'The breakeven is a tool that can be used to analyze any situation in which fixed costs and unit contributions
(margin) are known. The purpose of the analysis is to determine the volume of sales required to cover the fixed
costs that are being examined. The breakeven volume is the point at which all costs would be covered without
profit.

For example, if Burger King sells a burger for $5 and it costs $2 in variable materials (ingredients, packaging) to
make, the unit contribution would be $3 per burger and the margin would be 60% (in this case: $3 + $5 = 0.6 or
60%). If a marketing opportunity arises for Burger King to sponsor a viral video for $300,000, they could run the

tollowing breakeven:

)) $300,000 fixed cost + $3 unit contribution
= 100,000 units needed to breakeven

Using the previous example:

)) $300,000 fixed cost + 60% margin
= $500,000 in sales needed to breakeven

Breakeven analysis does not guarantee a certain sales volume, but it helps a marketing manager understand how
realistic it would be to cover a strategy’s fixed costs. Having information about past sales data, marketing campaigns,
and market size can all help to analyze these results.
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Weighted Average Unit Contribution (WAUCG) is useful when each product has a difterent selling price, variable cost,
and expected share of a company’s sales. Instead of calculating breakeven using one product’s unit contribution,
the company estimates the average contribution across its expected sales mix. Consider the previous Burger King
example, this time with three products:

Burger Fries Chicken Strips
Selling Price $5 $5 $7
Variable Cost $2 $1 $3
Unit Contribution $3 $4 $4

If burgers represent 50% of unit sales, fries 20%, and chicken strips 30%, Burger King could calculate the WAUC

as follows:

($3 x 50%) + (84 x 20%) + ($4 x 30%)
» - $1.50 + $0.80 + $1.20

= $3.50 weighted average unit contribution

Using the previous example of a $300,000 marketing opportunity:

» $300,000 fixed cost + $3.50 WAUC
= 87,714 total units needed to breakeven

Using a WAUC allows a marketing manager to estimate breakeven more realistically when a company sells
multiple products. However, the result depends on the sales mix staying consistent. For example, if customers buy
more lower-margin items than expected, the company would need to sell more units to breakeven. If customers
buy more higher-margin items, fewer units would be required.

Profitability Analysis

Profitability analysis is used to estimate whether a business, product, or strategy is expected to make money after
its costs are considered. While breakeven analysis focuses on the volume needed to cover fixed costs, profitability
analysis looks at the expected sales, costs, and profit over a specific period. A simple profitability analysis can be
shown as a mini statement of earnings:

>> Sales — COGS, or variable costs = Gross Profit
Gross Profit — Operating Expenses = Net Profit

For example, assume that a café expects to generate $20,000 in sales from coftee, lattes and pastries, for one
month. The variable costs associated with those products, such as ingredients, cups, packaging, and food supplies,
are expected to be $8,000. The café also has $7,000 in operating expenses, including rent, utilities, wages, and
marketing to cover.
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Sales $20,000
COGS, or variable costs 8,000
» Gross Profit 12,000
Operating Expenses 7,000
Net Profit $5,000

'This means that, after covering the variable costs of the products sold and the operating expenses required to
run the business, the café would expect to earn $5,000 in net profit for the month. Profitability analysis helps a
marketing manager understand not only whether sales are high enough, but also whether the business has enough
margin leftover after costs to make the strategy worthwhile.

Customer Conversion Funnel

'The customer conversion funnel is a tool that is used to analyze the steps that a potential consumer goes through
before they purchase a product and/or service.® This is especially helpful when analyzing the promotional plan
of a marketing strategy. A marketing manager will track the conversion rates between each step in the funnel to
forecast sales and decide where to deploy limited resources to improve these rates.

For example, a mobile gaming app’s funnel may start with Facebook users seeing an advertisement for the game.”
Some viewers may read the advertisement and click to the app store, but this does not benefit the gaming app
company. Some viewers will click through and download the app, and a subset of those who download will make
in-game purchases. The funnel would look as follows:

Figure 4: Example of Gaming App Conversion Funnel

View » Download Make In-App
Advertisement App Purchases
\_/ \_/
0.05% Conversion 3% Conversion

2,000,000 B 1,000 W 30
A A

2Mx 0.05% = 1,000 1,000 x 3% =30

(6] Conwversion Rate: Step-by-Step Guide to Understanding Conversion Rate (WallStreetPrep, 2024), available from https://www.wallstreetprep.com/
knowledge/conversion-rate/.

[7] One viewer is often counted as an “impression” in online advertising.

(8] Williams, K., Perceptual Mapping 101: Definition, Examples, and How To Make One (SurveySparrow, 2025), available from https://surveysparrow.
com/blog/perceptual-map/.
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This flowchart enables a marketing manager to visualize the flow that a potential customer goes through. The
funnel enables the marketing manager to identify where the lowest conversion rates are, and therefore where
to put more emphasis. Additionally, it allows a marketing manager to evaluate the potential success of a future
campaign by providing estimates of sales volume that a certain number of impressions would result in.

Consumer Perception Maps

A consumer perceptual map is a tool that is used in branding to help visualize how various competitors are
viewed from the customer’s perspective.® To build a perception map requires plotting two relevant concepts that
a consumer might care about when purchasing a product and/or service onto an X and Y axis. Below is an
illustration of a consumer perception diagram based on different coffee shops.

Figure 5: Consumer Perception Map of Coffee Shops

Artisanal
A

e Starbucks

e Second Cup

Take Out < » Table Service

e Tim Hortons

e Local Diners
e McDonalds

\
Commodity

One factor that customers measure coffee shops by is whether they are quick-serve takeout or sit-down table
service. Customers also judge coffee shops based on the sophistication of their product offerings. Artisan coffee
shops offer specialty coftfees and complex menu items, whereas large chain coffee shops often treat coffee like
a commodity and serve a smaller, more standard offering. Marketing managers will often create many of these
diagrams using different dimensions to help conceptualize how they are perceived by consumers.

CONCLUSION

Marketing is a complex discipline that requires the ability to analyze marketplaces and create strategic plans,
which provide value to a selected consumer base. This note is designed to be an introductory overview of the
discipline of marketing.



