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Introduction: 
 

 Our team name is RAE. We are in the high-end segment of the backpack industry. The 

name came about because we are a designer name brand and it is very common for high-end 

designer brands’ names to include some combination of the designer’s first and last name. Our 

team values equality in leadership from our CEOs, Rachel, Erica, and Angie, therefore, our name 

made up by the initials of our first names, RAE.    

            Our logo, the mum, was developed to express our brand (featured below). The meaning 

of the mum flower is wealth, optimism, and secret love (3). The flower demonstrates the feeling 

of status and richness our consumer wants to feel from their backpack purchase. Optimism is a 

characteristic the company possesses. We are never negative about our company or brand. We 

always think of new ways to innovate and improve. Our consumers have a secret love from the 

feelings they get from our luxury backpack. The Luxury Trendfollowers also believe non-RAE 

bag owners envy them and have a desire to own the bag. The writing for the company name is 

written in gold which also symbolizes wealth and richness. The logo follows (4): 

 
 

The core ideology of RAE is to provide desirable luxury backpacks with prestigious 

quality, and the core values are to provide exceptional service to the customer, commit to 

innovate beyond competitors, and educate employees on the best practices available. Our vision, 

then, is: 

“RAE will provide luxury backpacks with prestigious quality while maintaining excellent 

customer service, committing to innovation, and educating employees on industry best 

practices.” 

Our BHAG is target driven: we will become the dominant industry player in the 

backpack industry with the highest market share and profit margins. The goals for RAE include:  

1. RAE wants to launch a backpack that will be highly desired by our target 

segment. This will be measured by average appeal score.   

2. RAE wants to create a prestigious brand name. This will be measured by 

message score and interest level. 

We were unable to achieve our BHAG, but we were able to come in a strong second 

place in both categories. We ended the simulation with 25% of the market share and $25,295.20 

in net profits. RAE achieved both goals by the end of the simulation. RAE launched a product 

that ended the simulation with an average appeal score of 80—the second highest score in the 

game. In the end, RAE achieved a prestigious brand name by monitoring the key performance 

indicators message score and interest level. RAE tied for first place with an achieved message 

score of 30. RAE ended round 12 with the second highest interest level, scored at 70%.  

RAE Luxury Travel Packs  
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Customer Segmentation:  

Initial Target Segment:  

 

The first step before beginning the simulation was for RAE to choose a target segment. 

The target segments to choose from included School Children, University Students, Urban 

Commuters, Outdoor Enthusiast, and Luxury Trendfollowers. In order to aid the decision-

making process, RAE conducted a profit potential analysis for the backpack segments. The 

analysis includes the rankings of profit potential for market size, market growth, competition, 

price sensitivity, production costs, and marketing costs. Competition was calculated by figuring 

the estimation of profits in terms of dollars and percent. The estimated profits for each segment 

are calculated by the following formulas and are inserted in the graph below: 

 Est Potential ($)= Market Size*Purchase Percent*Average Price 

 Est Potential (%)= Segment Est Potential ($) / Total Est Potential ($)  

  

 

Type of Consumer Est Potential ($)   Percent 

School Children $168,000  24% 

University Students $122,880  17% 

Urban Commuters $207,000  29% 

Luxury Trendsetters $42,000  6% 

Outdoor Enthusiasts $163,800  6% 

Total $703,680  100% 

 

Production costs were calculated by creating the ideal basic bag for each segment. 

Special features were not used in this analysis because different features could be used to satisfy 

the segment. We just wanted to get a general idea of the cost for each bag.  The amount of profit 

remaining after the production costs determined if the cost was favorable or unfavorable.  

Marketing costs were determined by choosing the best media vehicle for each segment. 

The attractiveness of the media choice took into consideration percentage reach, circulation, and 

the rate.  

Each category was given a score between 1 and 10. A score of 10 results in the highest 

profit potential and 1 results in the lowest. Once each category was ranked, the overall score of 

the segment was calculated by adding up the scores and dividing by 6.  The analysis is 

demonstrated below.  

 

 

      

 School 

Children 

University 

Students 

Urban 

Commuters 

Outdoor 

Enthusiast 

Luxury 

Trendfollowers 

Market Size 10 
(35,000) 

8 
     (24,000) 

7 
       (20,000) 

6 
      (14,000) 

3 
          (5,000) 

Market 

Growth 

6 
(2%, low rate, 

but large size) 

10 
(6%, highest 

amount of 

population 

growth) 

8 
         (4%) 

6 
(5%) 

5 
              (7%) 

Competition Assessment of Potential Profits 

Profit Potential Analysis 
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 School 

Children 

University 

Students 

Urban 

Commuters 

Outdoor 

Enthusiast 

Luxury 

Trendfollowers 

Competition         8          6          10 
(highest 

potential) 

          7 4 
(Lowest potential)  

Price 

Sensitivity 

2 
( $24, low 

purchase 

price = hard 

to satisfy four 

p’s) 

4 
          ($32) 

6 
          ($45) 

10 
($90, highest 

price = 

opportunity to 

satisfy 4 p’s) 

9 
            ($70) 

Production 

Costs 

2 
($12 cost and 

$12 profit)  

         3 
($18 cost and 

$14 profit) 

4 
($26 dollar cost 

$19 profit) 

         10 
($40 cost and 

$50 profit, 

highest) 

9 
($29 cost and $41 

profit) 

Marketing 

Costs 

9 
(Gaming Site 

$700) 

5 
(Social Media 

$1000)  

10 
(Financial 

Journal $650) 

6 
(Sports Talk 

Radio $1000) 

8 
(Fashion Magazine 

$750) 

Market Value  6.2 6 7.5 7.5 6.3 

 

After conducting the profit potential analysis, RAE decided to pursue the Luxury 

Trendfollowers. Even though they do not have the highest market value, we thought we could 

make the most from this segment for various reasons. First, the Luxury Trendfollowers are fairly 

price insensitive. All of the analyses above were based on an average price. We felt confident 

that we could charge a higher price than $70. This would result in a much higher profit potential. 

Also, the production cost of the bag is fairly low compared to the price of the bag, allowing for 

high margins. We felt the other segments would require more special features than the Luxury 

Segment, resulting in high production costs. RAE was also confident that, with specifically 

focused marketing, Luxury Trendfollowers could be reached at a lower cost than the other 

segments. We also hope to gain some additional sales from the Urban Commuter Segment. They 

have fairly similar needs in bag choice comparative to Luxury Trendfollowers. For example, 

both segments rate capacity, comfort, and eco-friendliness similarly.  However, we decided not 

to focus on having a multi-segment strategy. Any additional bags we sold to Urban Commuters 

would be a bonus and not a priority. The reason we are not going to pursue a multi-segment 

strategy is because of the desired average price range of the two segments greatly differ. We did 

not want to sacrifice potential premium prices to gain Urban Commuters.  

Means-End Chain Analysis 

 After selecting the Luxury Trendfollower segment, RAE conducted a means-end chain to 

understand what values the segment maintains in purchasing decisions. The information to 

conduct this means-end chain comes from personal insight and Practice Marketing simulation 

research. The following means-end chain was used to gain a deeper understanding of Luxury 

Trendfollowers.  

 

 

 

 

 

Teardrop 

Shape 

Hold bare 

necessities  
Desired by 

others 

Match all 

outfits and 

occasions 

All day 

comfort   

Prestigious 

Price 
Tan in color  Designer 

Tag 

Luxury 

Material 

Self-Esteem Status Beauty 
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The analysis begins by listing the product attributes the segment desires. From the 

attributes, benefits can be derived. Finally, from the benefits acknowledged, the deeply rooted 

values are exposed. These values demonstrate what a consumer gets from the brands/items they 

purchase. The personal values Luxury Trendfollowers hold are self-esteem, status, and beauty.  

 

Segment Prototype: Luxury Trendfollower 

 

 
Final Target Segment and Conclusion: 

 

 Our target segment, Luxury Trendfollowers, remained consistent throughout the 

simulation. Although it did not appear the most attractive segment based on the profit potential, 

we believed that we could achieve high profits by making high margins with the Luxury 

Trendfollowers as our primary target segment. Based on the desired benefits in this market, we 

knew we would be able to produce the bag at a medium cost but charge premium prices simply 

because it has the designer tag. We were confident we would be able to design a backpack at an 

efficient cost that still met the Luxury Trendfollowers’ needs. This segment was concerned with 

comfort and capacity more than anything else, and these two benefits could be fulfilled at a fairly 

low cost. Adding the designer tag was pricey, but we knew the prices it would allow us to charge 

would make up for the added cost. Overall, we thought the most successful strategy for this 

simulation would be selling fewer bags at the highest possible price point and the desires of the 

Luxury Trendfollower segment best fulfilled that strategy. 

 

 

Stephanie is a very successful fashion buyer for a retail store, who 

loves fashion and shopping. She stays on trend and has to have a designer 

tag on everything she wears. She wants everyone to look at her bag and 

know that she’s successful and trendy. She’s proud of the fact that she can 

afford to have nice things and loves to show them off. If it’s cheap or 

looks cheap, she isn’t interested in owning it. To her, it’s all about the 

name on the outside and how it looks. She falls into the self-expressers 

category and loves to just have a good time. She needs a backpack that 

will hold everything she needs while commuting to the office or running 

every day errands, but it also must hold all of her essentials when she is 

traveling or going on vacation. Her perfect weekend might be relaxing in 

the Hamptons if she’s in NY, having a shopping spree on Rodeo Drive if 

she’s in LA, or combining the two on a weekend getaway to South Beach 

in Miami.  

Stephanie Smith, 30 
Business Woman 

 $100,00+ per year Salary 

 8 years in the field 
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Product Design:  

Segment Purchase Process: 

Our chosen target segment was the Luxury Trendfollwers. This segment values comfort 

as the most important benefit in a backpack, followed by capacity, durability, waterproofing, and 

finally eco-friendliness as the least important. Their desired characteristics in a backpack root 

back to their personal values of self-esteem, status and beauty. They want a backpack that will be 

comfortable to wear all day and will match everything, which relates to comfort as the most 

highly desired benefit and also displays the importance of the color of the pack. They desire a 

pack which holds just the necessities so it does not weigh them down while they are shopping or 

exploring a new city, so capacity is important. A designer tag is, of course, an essential feature as 

well for the Luxury Trendfollowers, as they long to be desired by others. The following Purchase 

Process diagram shows the people who potentially influence the Luxury Trendfollower’s 

purchase decision, the people who will actually make the purchase, and finally the user of the 

backpack. The following Purchase Process Priority diagram represents the order of importance 

with which the Luxury Trendfollower would take each of these potential influencer’s opinions 

into account. 

 

  

The following Benefits-Features Sought table lists the order of importance placed on each 

of the backpack features/benefits, with “1” being most important:  

 

 

Users 

Purchasers 

Influencers 
Friends 
Spouse 
Stylist 

Boss/Co-workers 

Designers 

Self 

Spouse 

Self 

Benefits-Features Sought (Importance Ranking) 

Features-Benefits: Comfort Durability Waterproof Capacity Eco-Friendly 

Luxury 

Trendfollowers 
1 2 3 2 3 

Purchase Process 

Purchase Process Priority 

• 1. Designers 

• 2. Stylist 

• 3. Boss/Co-Workers 

• 4. Spouse 

• 5. Friends 
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Looking at the main desired benefit, comfort, the best design specifications would be a 

teardrop rucksack with advanced support straps and luxury material. The rounded top style 

would be better for capacity, the segment’s second most desired benefit, and is half the price of 

the teardrop rucksack. However, in the interest of differentiating our product from the commonly 

used rounded top—which is the ideal shape for most segments— and since our segment does not 

value capacity as much as comfort, we selected the teardrop rucksack. Advanced support straps 

are not available with either of the proposed shapes, so wide padded are the best available option 

for comfort. Luxury material, in addition to offering the highest comfort level, is also the second 

most durable material which is the third most important benefit to the Luxury Trendfollowers. 

We discovered in our Practice Marketing simulation research that this segment prefers a tan 

backpack, so we selected that as the color. Finally, we chose to enhance our pack with the 

designer tag feature to appeal more to our target market which also allowed us to charge higher 

prices for the pack. We kept this design consistent throughout the entire simulation with no 

changes. The total production cost of this design was $49; the following screenshot from the 

simulation and table show the details of the features, benefits and costs of our backpack design, 

and how the target segment responded to the design:  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: McGraw-Hill Practice 

Marketing Simulation 
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The following tables show the product scores of the final designs of all of the companies that competed in 

our market: 

 

As shown in the table, RAE had the highest characteristics score and the second highest features 

score, resulting in the second highest average appeal score. We did not fall far behind on the average appeal 

but had a significant lead on those behind us.  

The “customer feedback” (right) pulled from the 

simulation shows how positively the Luxury 

Trendfollowers responded to our product design. The 

“Benefits-Features Delivered” table that follows 

compares RAE’s final backpack design with the final 

designs of our competitors. Although no other 

corporation targeted Luxury Trendfollowers as a 

primary segment, all of the included companies had 

sales in the market. This gives a more detailed 

explanation of how competitive our backpack design 

was in the Luxury Trendfollowers market.   

 

 

 

Attribute Scores & Cost by Design Features Selected 

Design Features Capacity Comfort Durability Waterproof 
Eco-

Friendly 
Cost ($) 

Shape 
      

   Teardrop Rucksack 2 6 0 0 0 6.00 

Straps 
      

   Wide Padded 0 3 3 0 0 8.00 

Material 
      

   Luxury 0 8 12 1 1 15.00 

Features 
      

   Designer Tag 0 0 0 0 0 20.00 

Color 
      

   Tan 0 0 0 0 0 0.00 

Corporation FourMarketeers MELT Panther RAE Ryggsack Southface 

Target Segment 
School Children 

University 
Students 

University 
Students 

Luxury 
Trendfollowers 

Urban 
Commuters 

Outdoor 
Enthusiasts 

Characteristics 
Score 

91 78 78 98 93 95 

Features Score 31 54 31 62 9 77 

Average Appeal 
Score 

61 66 55 80 51 86 

Source: McGraw-Hill Practice 

Marketing Simulation 
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It is clear from this table that RAE’s competitive advantages in the product design 

category are the comfort level and the designer tag. Because no other company targeted the 

Luxury Trendfollowers, none of the other bags are tailored specifically to this segment, so it was 

expected that we would have an advantage in these features that are most important to our 

segment. Our competitiveness in these vital areas allowed RAE to achieve seventy-seven percent 

of the segment sales. 

Finally, the following worksheet summarizes RAE’s objectives and strategies 

implemented during the simulation: 

Product/Service Plan: Objectives and Strategies 

Objectives 

1. Type of mousetrap: Disappearing-Mouse 

 Although our bag was sold at a high price, the design was of fairly average 

quality. It was a small size with straps and material that both fell in the middle of 

the options as far as price and delivered benefits. However, the designer tag 

feature, along with marketing the bag as a high quality “luxurious” and 

“fashionable” product gave the perception that it was and allowed us to charge a 

premium despite relatively low production costs. 

2. Volume/share: $100,000 volume / 40% share 

 Our BHAG includes being the top performing team in market share and net profit, 

and we believe we can achieve this goal by reaching these volume and market 

share goals.  

Strategies 

 

1. Promotion Strategy 

 We used strong promotional efforts at the beginning of the simulation to grow 

awareness of our product and immediately take a high market share. Then as the time 

Benefits-Features Delivered 

Feature/Benefit RAE Ryggsack Southface MELT Panther 

Comfort ++ + + + + 

Durability + + ++ + + 

Waterproof 0 + ++ 0 0 

Capacity + + ++ + + 

Eco-Friendly 0 0 0 + + 

Feature/Benefit RAE Ryggsack Southface MELT Panther 

Other Special Features      

     Designer Tag ++ 0 0 0 0 

     Water Bottle 0 + + + + 

     Water Proof 0 0 ++ 0 0 

     University Logo 0 0 0 ++ 0 

     Laptop Sleeve 0 0 0 0 ++ 
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progressed, we worked to continue moving the customer through the stages of the 

AIDA model and to maintain that market share we had already gained.  

2. Customer Service/Distribution 

 In accordance with RAE’s core ideology stated in the Introduction, customer service 

is a primary focus. Our brand places emphasis on the feeling consumers get from 

purchasing our product and that depends on excellent service being delivered through 

each of the distribution channels in which we compete. We had a strong focus on 

MDF spending whenever and wherever it made sense and could be afforded, to 

ensure that serving RAE customers were a priority to our distributors. We also made 

our backpack available through all channels possible to make it easier for our 

customers to access. 

 The combination of these goals and implemented strategies allowed our company to 

perform very well in the simulation. We surpassed our volume goal. Although we did not 

achieve our market share goal, we had some tough competition and still manage to be in second 

place with a 25% market share. These strategies detailed above were implemented very 

effectively. 

 

Pricing the Product:  
  

 In order to have an effective price, we took into consideration production costs, target 

segment price sensitivity, market research, and distribution channel requirements.  To create our 

ideal bag from the product design section above, it cost RAE $49. According to the simulation, 

Luxury Trendfollowers’ average price point is $70. However, Luxury Trendfollowers are 

relatively price insensitive. We knew we could capitalize on their high willingness to pay and 

charge well above their average price point.  

In order to gain a better understanding of how much we could charge without losing 

sales, we conducted primary marketing research.  The marketing research consisted of 

interviewing four self-proclaimed Luxury Trendfollowers.  The interviewees were asked 

questions about price perception and purchasing decisions. The group was asked to state at what 

price they would consider a bag to be way too cheap to considering purchasing, cheap, 

expensive, and way too expensive to consider purchasing.  The results of the study are found 

below.  

 

 

 Too Cheap Cheap Expensive Too 

Expensive 

Price $35, $45, 

$40, $50 

$50, $50, 

$60, $60 

$90, $130, 

$100, $120 

$125, $200, 

$250, $200 

Average $42.50 $55.00 $110.00 $193.75 

 

We knew we wanted to place our products price somewhere in-between expensive and 

too expensive.  The average price of these two figures equaled $151.88.  We knew this price was 

Price Perception for Luxury Trendfollower Backpacks 
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going to be excessively high because it didn’t allow us to be in one of our potentially best 

distribution channels, department store. We knew this channel was important, so we knew we 

needed a lower price. The max we could charge in department store is $130. Therefore, we 

placed our price at $125 for the first round. Our initial thought was to conduct a price skimming 

strategy. This was because we offered a unique product with a high perceived value.  We were 

planning to slowly reduce the price if needed, but not enough to diminish our brand or lose 

profit.  

We kept the price at $125 for the first two rounds; we wanted to see if this price point 

would attract more buyers in round 2 than in round 1.  As you can see in the “Units Sold with 

Price Changes” chart below, a steady price of $125 in round 2 increased bags sold by 34%.  In 

round three, we diverged from our initial strategy and decided to raise our price to the maximum 

amount of $130. We did this because we were only making $7.25 in fashion boutique, our 

highest generator of sales. This information is demonstrated in the “Profit per Bag by 

Distributor” Chart below.  To our surprise, units sold increased by 23% from the previous round. 

We were also able to increase profit margins in each distributor because of our higher price.  We 

continued with this pricing strategy up until round 6. We decided to drop the price slightly in 

round 7 to $128 to see if it would attract more buyers.  By doing so, we saw the least amount of 

bag increases to date, of only 16%. Therefore, in round 8, we maxed out our price to $130 once 

again, and kept it consistent the remainder of the simulation.   

 

 

 

Distributor  Bag Price $125- 

Profit Per Bag 

Bag Price $130- 

Profit Per Bag 

Bag Price $128- 

Profit Per Bag 

Direct 76 81 79 

High End Outdoor 41 44.60 43.16 

Fashion Boutique 7.25 9.50 8.60 

Department Store 19.75 22.50 21.40 

Online Discount Retailer 26 29 27.80 

Round Price % Change Units Sold %Change 

1 125          N/A 108          N/A 

2 125 0 145 34% 

3 130 4% 178 23% 

4 130 0% 230 29% 

5 130 0% 350 52% 

6 130 0% 440 26% 

7 128 -2% 512 16% 

8 130 2% 700 37% 

9 130 0% 845 21% 

10 130 0% 1117 32% 

11 130 0% 1394 25% 

12 130 0% 1722 24% 

Profit per Bag by Distributor 

Units Sold with Price Changes 
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* Profit per bag= (price of bag-production cost) - (% of distributor cut) 

 

In conclusion, the price point of $130 resulted in the highest margins per bag, and the 

highest increases in units sold. We were able to charge this premium price due the lack of direct 

competition and the insensitive nature of the segment. There were no competitors that offered a 

comparable bag to RAE’s. This, in turn, generated no good substitute products. The rules of 

elasticity state that as price increases, demand will decrease. This was not the case for the nature 

of our backpack.  

 

Distribution Strategy:  
  

 The factors of each distributor that had to be considered were total reach, price range, and 

distributor cut. Because of the nature of the simulation, we knew it would be beneficial to be in 

all distributors that could satisfy the buying requirements. We knew if we didn’t make our 

product readily available, consumers would not be able to find our product and make a purchase.. 

The channels that we chose for distribution were direct, high end outdoor, department store, 

online discount retailer, and fashion boutique. Due to our high price point, we didn’t distribute 

our product through discount retail chain or university store. The following table lays out the 

distributor information and the resulted profit per bag. The table looks at both price points $125 

and $130. The $125 price point was our initial price and $130 resulted in the optimal price point 

for our team.   

 

 

 

* Profit per bag= (price of bag-production cost) - (% of distributor cut) 

The channel of distribution that has the best coverage for Luxury Trendfollowers is the 

fashion boutique. It reaches 836 prospective customers. The channels with the highest profit per 

bag are direct distributor and high end outdoor.  

Once we knew which distributors we wanted to compete in, we considered MDF and 

discount pricing. The following information describes round by round analyses of MDF and 

discount pricing’s effects on units sold.  

Distribution 

Outlet 

Allowable 

Price Range 

($) 

Total Segment 

Reach 

% of 

Distributor Cut 

Profit Per Bag 

($125) 

Profit Per Bag 

($130) 

Direct 0-200 95 0 76 81 

High End 

Outdoor 

50-180 152 28 41 44.60 

Fashion 

Boutique 

60-200 836 55 7.25 9.50 

Department 

Store 

15-130 493 45 19.75 22.50 

Online 

Discount 

Retailer 

0-200 266 40 26 29 

Distribution Analysis  
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In the first two rounds, we wanted to focus on increasing our net profits. We had negative 

profits in both rounds, and we felt we were overspending. Therefore, we didn’t implement a 

MDF or discount strategy simply because we did not have the funds to do so. 

 In round three, department store MDF was on sale for $500. We decided to take 

advantage of this offer in order to keep our units sold lead against Panther (Luxury segment 

competition in the beginning rounds). At the end of round 3, we noticed there was an error in the 

game, and we were charged the full amount of MDF of $1000. We did not receive the discount. 

In the same round, Panther decided to exit the Luxury segment all together. This was good news 

for us because it allowed us to increase our profits by 61%. However, as shown in the below 

graph of units sold in department store, the quantity of bags sold didn’t increase greatly which 

indicated that the MDF was not effective.  

 

 

 

 

 

 

 

 

 

 

 

 

In round 4, we did not see a need to spend heavily on distribution due to Panther exiting 

our segment. Therefore, in round four we cut out the cost of the department store MDF in hopes 

to increase our net profit and instead implemented pricing discounts in direct and department 

store. The direct distribution method gave us the highest profit per bag because there is no 

distributor to pay out, but our direct distributor sales were the lowest of all the distributors by a 

significant margin. We placed a discount promotion in Direct to attempt to increase sales since 

we would still make a high margin, and a discount promotion in department store with the hopes 

of gaining the Luxury Trendfollowers we were losing to Urban Commuter bag producers. 

Department store was a competitive channel because all teams competed here. By looking at the 

graphs below, it seems our pricing discount worked in direct, but we lacked a noticeable increase 

in department store.  

 

 

 

 

  

 

 

 

Source: McGraw-Hill Practice 

Marketing Simulation 

Source: McGraw-Hill Practice 

Marketing Simulation 

Source: McGraw-Hill Practice 

Marketing Simulation 



P a g e  | 14 

 

 

In round 5, we kept our discounts in place in hopes to see higher returns in both channels 

and added MDF in Fashion Boutique. We chose this distributor because Ryggsack, targeting 

Urban Commuters, sold many bags through this channel. We thought if we invested in MDF, we 

would have a chance to increase our Luxury Trendfollower sales and decrease theirs. As shown 

in the below graph, RAE’s sales took off in this round. This seemed to indicate that the MDF 

was successful.  

 

 

 

 

 

 

We kept the same strategy from the previous round for round 6 because it seemed to be 

working and we wanted to keep consistency in distribution to really assess the effects of making 

changes to our media strategy. 

In round seven, we came to the realization that the MDF in fashion boutique was costing 

us more than it was helping us. The profits per bag were so low that they were not justifying the 

$1000 spend. The following calculation shows that we would have had to increase our unit sales 

by thirty-three percent in the Fashion Boutique just to break even on the profit we would make 

without the MDF if unit sales did not show any increase from the previous round.  

Cost-Effectiveness of MDF in Fashion Boutique 

% increase unit sales in fashion boutique 0 20% 33% 40% 

Profit w/o MDF 3087.5 3705 4090.9 4322.5 

w/ MDF 2087.5 2705 3090.9 3322.5 

In addition, competition in this channel was low; only three teams competed here. So, we 

removed this MDF as it was not cost effective. We also removed the pricing discount we in 

department store. The $5 discount was not enough of a discount to attract the more price 

sensitive Luxury Trendfollowers. The price variance between Ryggsack’s $79 price and our 

$130 price was too large, and we felt the $5 reduction in margin was losing us profit overall.  

We made no changes in round 8.  

In round 9, we decided to implement the MDF in high end outdoor because the 

distributor cut is only 28%, so we were making $44.50 per bag. We were already seeing 

unexpected sales in this channel & wanted to capitalize on the high margin. In the graph below, 

the sales increase dramatically from the MDF. We maintained this MDF through the end of the 

simulation.  

 

  

Source: McGraw-Hill Practice 

Marketing Simulation 

Source: McGraw-Hill Practice 

Marketing Simulation 
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We made no changes in round 10. 

In round 11, we were still far from achieving our BHAG of having the highest net profit, 

so we decided to implement MDF in channels that could make us the most profit per bag. We 

were considering MDFs in online discount retailer and department store. The following tables 

show our calculations in attempt to determine whether these would be profitable: 

Cost-Effectiveness of MDF in Online Discount Retailer 

% increase unit sales 
in Online Discount 0% 20% 36% 40% 

Round 
10 Units 

Profit 
Margin 

Round 10 
Profit 

Profit w/o MDF   $ 5,916   $7,099   $ 8,046   $ 8,282  204 29  $  5,916.00  

w/ MDF   $  4,916   $6,099   $ 7,046   $ 7,282  *No other companies running 
discount or MDF in this channel 

 

Cost-Effectiveness of MDF in Department Store 

% increase unit sales 
in Department Store 0% 20% 32% 40% 

Round 
10 Units 

Profit 
Margin 

Round 10 
Profit 

Profit w/o MDF  $ 6,075   $7,290   $8,019   $8,505  270 22.5  $6,075.00  

w/ MDF  $5,075   $6,290   $7,019   $7,505  *No other companies running 
discount or MDF in this channel 

 Based on these calculations, we decided to implement both MDFs and see how they 

would do. They each showed that by increasing our units just twenty percent in the channel, we 

would cover the cost of the MDF and could gain additional profit from there. In previous rounds 

up to this point, online retailer sales were beginning to plateau so we were especially interested 

in finding a way to increase sales there. The results from online discount retailer were promising. 

 

 

 

 

 

 

 

In round 12, we took out the MDF in department store. We ended the game with a strong 

distribution strategy. The final strategy consisted of MDF in online discount retailer, MDF in 

high end outdoor, and a pricing discount in direct.  

Promotional Strategy: 

Positioning & Messages: 

 RAE created a positioning statement because we wanted to be able to own a unique space 

in the consumers’ minds. The positioning statement for RAE is: 

 For Luxury Trendfollowers, RAE is the backpack provider that has the chicest product 

available because all of the hottest celebrities wouldn’t be caught dead without it.  

Source: McGraw-Hill 

Practice Marketing 

Simulation 

Source: McGraw-Hill 

Practice Marketing 

Simulation 



P a g e  | 16 

 

RAE used the brand imagery association when creating the positioning statement. We chose 

to do this because our product doesn’t do anything better than other products. However, we want 

people to believe it does.  Based on our means-end chain, we know that Luxury Trendfollowers 

value status, self-esteem, and beauty. By positioning our product as being desired by celebrities, 

it appeals to our target market more strongly than any other method.  

 Based on our position statement, we chose the campaign messages fashionable and 

luxurious. We did not ever change our messages. Our message scores for the duration of the 

game are as follows.  

 

  
Round 1 2 3 4 5 6 7-12 

Message 

Score  

16 16 18 21 24 28.8 30 

 

We kept our messages consistent throughout the game. However, our main competitor 

Panther added Luxurious to their platform in round 3. Since the team changed their target 

segment in this round, from Luxury Trendfollowers to Urban Commuters, we had confidence 

they would drop the message. They did in round 6. However, in round 7 they added Fashionable 

to their messages. This caused us to loose competitiveness points.  We thought that at this point 

in the game, it would not be beneficial to change our message. We did not want to lose the 

clarity and consistency we had earned.   

Since Panther changed their messages frequently, we were hoping they would drop 

fashionable. Unfortunately for us, they did not. We maxed out at 30 points as you can see in the 

above graph. It is notable that we were tied for first place for the highest message score in the 

industry.  

 

Branding Strategy 
 

            For our brand to be effective in the market place, we understood that our branding 

strategy must follow from our brand position. There are three categories that make up the brand 

position. They are brand functional performance, brand personality, and brand essence.  

           The brand functional performance describes what our brand does uniquely along with 

what all the brands do in the backpack provider category. For RAE, the functional performance 

includes: 

 The most luxurious bag in the market 

 A top-notch splurge that increases personal confidence 

 Exclusive design that creates status 

         The brand personality for RAE gives an idea on how the brand would look, talk, and feel as 

if were an actual living being. In order to get an idea of whom we are as a brand, RAE conducted 

an exercise defining who we are as a flower, actress, animal, drink, and furniture.  

 Flower: Mum 

 Actress: Audrey Hepburn 

 Animal: Crocodile  

 Drink:  Gin martini  

 Furniture: Tufted leather couch  

Message Score Per Round 
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        From the above analysis, it is clear that our personality consisted of the characteristics 

conservative, proper, and confident.   

        The brand essence consists of two words that sum up the brand. These two words are 

fashionable and luxurious. These messages were used in our brand communication and 

promotional messaging strategy.  

       Our brand and our company name are the same. Therefore, our logo is the same for both.  

 

Media Vehicles: 

 

In order to choose media vehicles, we began by comparing reach of each vehicle to our 

target segment, Luxury Trendfollowers, and secondarily considered reach to other segments that 

may bring in additional sales. The frequency was determined based on budget—we started fairly 

low and increased frequencies as we made more money and as we found which vehicles were the 

most effective for us. The following table recaps our media decisions by round: 

 

Media Strategy by Turn 

Round Promotional Media Freq 
Total 
Reach 

Total Cost 
Total 

Units Sold 
$/person $/unit sold 

1 Internet: Social Media 2 622 $    4,200.00 108 $              6.75  $            38.89 

 Internet: Celeb Gossip Blog 2      

Round Promotional Media Freq 
Total 
Reach 

Total Cost 
Total 

Units Sold 
$/person $/unit sold 

2 Print: Fashion Magazine 2 680 $    4,225.00 145 $              6.21 $            29.14 

 Internet: Social Media 2      

 Internet: Celeb Gossip Blog 1      

3 Print: Fashion Magazine 2 369 $    2,125.00 178 $              5.76 $            11.94 

 Internet: Social Media 1      

4 Print: Fashion Magazine 2 556 $    3,125.00 230 $              5.62 $            13.59 

 Internet: Social Media 2      

5 Print: Fashion Magazine 2 556 $    3,125.00 350 $              5.62 $               8.93 

 Internet: Social Media 2      

6 Internet: Social Media 2 544 $    3,600.00 440 $              6.62 $               8.18 

 Radio: Top 40 1      

7 Internet: Social Media 4 748 $    4,000.00 512 $              5.35 $               7.81 

8 Internet: Social Media 4 839 $    4,750.00 700 $              5.66 $               6.79 

 Print: Fashion Magazine 1      

9 Internet: Social Media 4 839 $    7,000.00 845 $              8.34 $               8.28 

 Print: Fashion Magazine 1      

10 Internet: Social Media 4 1112 $    7,000.00 1117 $              6.29 $               6.27 

 Print: Fashion Magazine 4      

11 Internet: Social Media 4 1112 $    7,000.00 1394 $              6.29 $               5.02 

 Print: Fashion Magazine 4      
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Media Strategy by Turn 

12 Internet: Social Media 8 1860 $  11,000.00 1722 $              5.91 $               6.39 

 Print: Fashion Magazine 4      

At the beginning of the game, we identified Social Media (Internet) and Celebrity Gossip 

Blog (Internet) as the best vehicles to reach our target segment and also get a significant reach to 

other segments that may be interested in our bag. We considered the price per consumer reached 

as a major indicator of the value of each vehicle. The cost of each of these two vehicles was well 

within our budget: as in the real world, internet marketing serves to provide a high circulation at 

a low cost. We ended up spending a little over our initial budget on the first turn, with two 

frequencies in each of these vehicles, because we wanted to begin building a strong brand 

reputation and gain market share right away. We added fashion magazine in the second turn 

because it was on sale & seemed like a good value due to its high reach to Luxury 

Trendfollowers. The biggest downside to the fashion magazine is that the second most-reached 

segment through this vehicle is University Students, who we knew would never purchase our bag 

due to its high price.  

After analyzing results of the second turn, we agreed that we were overspending in 

advertising for the return we were getting at the time, to the point that it was taking away from 

profit. So, we began to reign in the advertising spend until we had increased our bank account 

significantly. Throughout the game, we tried different combinations of Social Media, Internet 

Gossip Blog and Fashion Magazine—finding that Internet Gossip Blog was not reaching our 

target market as well, and that the Fashion Magazine was worth the price even after the sale 

ended. We did try out the Top 40 (Radio) vehicle for one round and did not see strong results, so 

we took that back out. The following round we tried only using Social Media with increased 

frequency, since it had the same reach to Luxury Trendfollowers as the Fashion Magazine and 

also a more diverse reach to other segments. Although this proved cost effective, we did not see 

a very high increase on our unit sales this turn. Finally, we landed on a media plan of Social 

Media and Fashion Magazine. For the last five turns, we kept these consistent and only increased 

frequencies as we saw better and better results.  

As we were adjusting our media spending throughout the game, we primarily used the 

increase in unit sales as our measure of the actual effectiveness of each plan. Based on this 

metric, our most effective media plan occurred in round 11, which is highlighted in green on the 

table. Even though unit sales did increase in round 12, we saw a higher return on our media 

investments in round 11 when we ended up spending only $5.02 per unit sold; our lowest in the 

game. 

 

Budget: 

We used Wright’s Rule calculations from the beginning of the game as our primary basis for 

budgeting our media spending. Units were forecasted for each round based on the previous 

round’s percentage increase and on the trend in percentage increase to that point. We also used 

re-calculated Wright’s Rule after each round based actual units sold as an indicator of what our 

actual advertising spends should have been for the round. These calculations are shown in the 

table below: 
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*Includes all marketing costs (media and distribution) 

 

We started the game overspending in advertising for the first few rounds to help build our 

brand awareness. After the first couple of rounds we decided we needed to start to scale back the 

spending to leave room to profit, but we were still overspending from our forecasted Wright’s 

Rule budget. At the end of round five, we analyzed our sales results more closely and realized 

that we really needed to increase our profit margin to get net profit up even higher. Because the 

Fashion Boutique accounted for the biggest percentage of our sales, we were having some 

difficulty getting the margins up higher, so we began to spend below the calculated Wright’s 

Rule budgets to save some money.  

Our promotion strategy also had a direct effect on our units sold. It increased in every 

single round, but the percentage of increase over the previous round fluctuated significantly at 

times. This relationship is best displayed between rounds six and seven. This was the only time 

we reduced our marketing spend after round three, and we consequently saw our lowest 

percentage increase on units sold. At some points, units sold did not seem to be directly related 

to the media spending, but this is due to the market’s response to different promotional 

strategies. 

Although we were underspending based on the Wright’s Rule calculations for most of the 

game, we managed to move the Luxury Trendfollower segment all the way into the Desire stage 

of the AIDA model. The following table shows the interest level we achieved each round: 

 

RAE’s Interest Level by Round 

Round 1 2 3 4 5 6 7 8 9 10 11 12 

Interest Level 21 24 25 27 30 32 36 41 45 54 59 70 

Wright's Rule Calculations 

Round Elasticity Price 

Forecast 
Units 
Sold 

Estimated 
Budget 

Actual 
Units 
Sold 

Actual 
Budget 

Variance 
(Actual - 
Estimate) 

Actual 
Spend* 

Variance 
(Spend - Act. 

Budget) 

1 0.1 125 423  $      5,288  108  $1,350   $  (3,937.50)  $   4,200   $    2,850.00  

2 0.1 125 150  $      1,875  145  $1,813   $        (62.50)  $   4,225   $    2,412.50  

Round Elasticity Price 

Forecast 
Units 
Sold 

Estimated 
Budget 

Actual 
Units 
Sold 

Actual 
Budget 

Variance 
(Actual - 
Estimate) 

Actual 
Spend* 

Variance 
(Spend - Act. 

Budget) 

3 0.1 130 205  $      2,665  178  $2,314   $     (351.00)  $   2,625   $        311.00  

4 0.1 130 223  $      2,899  230  $2,990   $          91.00   $   3,450   $        460.00  

5 0.1 130 278  $      3,614  350  $4,550   $        936.00   $   4,580   $          30.00  

6 0.1 130 455  $      5,915  440  $5,720   $     (195.00)  $   5,205   $      (515.00) 

7 0.1 128 572  $      7,322  512  $6,554   $     (768.00)  $   4,110   $  (2,443.60) 

8 0.1 130 614  $      7,982  700  $9,100   $    1,118.00   $   4,900   $  (4,200.00) 

9 0.1 130 910  $   11,830  845  $10,985   $     (845.00)  $   7,200   $  (3,785.00) 

10 0.1 130 1056  $   13,728  1117  $14,521   $        793.00   $   7,255   $  (7,266.00) 

11 0.1 130 1452  $   18,876  1394  $18,122   $     (754.00)  $ 10,300   $  (7,822.00) 

12 0.1 130 1743  $   22,659  1722  $22,386   $     (273.00)  $ 13,390   $  (8,996.00) 
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Round five was when we hit an interest level of thirty and passed out of the Awareness 

into the Interest level, and the following round is when we began to cut back media spending 

more seriously. This shows that our strategy was successful in beginning the game with a high 

marketing spend and then reducing our budget once the market was interested in our product. 

 

 

Overall Advertising Plan: 

 

• Objectives 

– Awareness: what % of target aware? 50% 

– Recall: What % recall? 70% 

– Reach and Frequency: What %, how many times: 75% and 10x 

 

• Strategies 

–  Begin with high media spending while in Awareness phase   

–  Use media vehicle with highest reach to Luxury Trendfollower segment   

–  Identify most effective vehicles and increase frequency as profits increase   

 

Print Ad: 

 RAE created a print ad to effectively communicate our brand and positioning. The slogan 

for the ad is “When comfort met chic, the rest was history…”  We chose this phrasing in 

accordance with the “lead with the benefits” strategy for advertising. Comfort is the most 

important bag characteristic to our segment and chicness is our POD. Based on preliminary 

research of effective print advertising, we used a very large scale for the image and few words. 

The advertisement appears on the following page. 
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Print Ad: 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

RAE Luxury Travel Packs  

When comfort met chic, the rest was history… 

Sources: 1,4 
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Reflection of Performance and Lessons Learned:  

 Why did we perform the way we did?  

 

Overall, our team performed well for targeting such a small segment. In order to track our 

overall performance, we monitored our competition and ourselves round by round using the 

Luther Worksheets.  In the beginning two rounds, Panther was our biggest competition. They 

targeted Luxury Trendfollowers in these rounds.  However, they switched their target segment in 

round three to Urban Commuters. We continued to track them because they were selling bags to 

our Luxury segment.  Panther remained as an Urban Commuter competitor up until round 6 

when they switched to University Students. We did not continue to track them after this point.  

We began to track Ryggsack in round 3. We did this because we no longer had a direct 

segment competitor. Ryggsack targeted Urban Commuters, and we hoped to take some of their 

Luxury Trendfollower sales away. We wanted to keep a close eye on them so we didn’t miss out 

on potential sales. In rounds 8-12, this team was experimenting heavily with price to attract the 

most sales. During these times, they began to lose Luxury sales and pick up School Children. 

This helped us to increase our Luxury sales and Luxury market share.  

We began tracking MELT in round 6, because we noticed they were capturing a lot of 

Urban Commuter sales, though their primary segment was University Students. We were not 

concerned about them selling any bags to Luxury Trendfollowers. RAE was more curious to see 

what they were doing to sell to Urban Commuters that Ryggsack and Panther were not doing. 

We wanted to track them to get an idea of what Ryggsack and Panther might do next.  

In the end, our success was benefited by 5 main industry trends. First, we were the only 

team focused on Luxury Trendfollowers. We did not have any direct competition. Second, our 

marketing was targeted specifically to our segment. We had a strong marketing campaign that 

focused on Luxury Trendfollowers primarily. Third, we had a differentiated product. No other 

team had the same bag shape, color, or special feature that we did. This drove Luxury 

Trendfollowers to buy our unique product. Fourth, we were the only team with a prestigious 

price. The other teams priced their bags substantially lower than ours. This enabled us to own the 

luxury space in consumers’ minds, due to higher perceived value, and achieve high profit 

margins.  Fifth, we were extremely consistent with our marketing mix. Our competitors changed 

various elements of their 4Ps frequently, which damaged their brand.  

 

Five Lessons Learned 
 

1. We started with high spending in marketing, then after several rounds began to realize 

that it was taking away from net profit and started to reduce the percentage of our sale 

being spent on marketing. However, towards the end as we found the most effective 

media strategy for our segment, we saw that if advertising investments are not profitable, 

it may be that the wrong investments are being made, and not necessarily that it’s too 

much. It’s true that you have to spend money to make money. 

2. We benefitted throughout the game in market share by keeping our bag and message 

consistent, as well as our media in the second half. From this, we learned that consistency 

can be good in building a strong brand image and that it’s best not to change too many 

pieces of the marketing mix at once. 

3. While competitor monitoring is undeniably beneficial, it can still be very difficult to 

predict what competitors will do. We did our best during the simulation to track what our 
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competitors had been doing and forecast their next moves, but there were several times 

that they made unexpected changes, including several companies switching target 

segments multiple times. 

4. Based on the research provided on the segments, our bag had virtually no appeal to 

outdoor enthusiasts—even when viewing the segment feedback, all of our characteristics 

were off from that segment’s desires. However, the outdoor enthusiasts ended up being 

our second highest customer segment. This showed us that market research is not always 

accurate, and that just like competitors, consumers can be unpredictable at times. 

5. There were several points during the simulation when members of our team had 

significant differences in what we thought should be our next move. Through 

compromise we would always make our final decisions as a team and we ended up 

performing very well overall. This taught us that teamwork is very important in 

marketing, and business in general, because it brings different perspectives in to look at a 

problem or project in different ways and allows for better ideas to be generated together. 

 

Visual and 4 Ps 

 

The following image was created to represent the marketing mix used for our brand: 

 

 
*Sources for images included in following description. 
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In the image, the four elements of the marketing mix center around the main image (7) 

that depicts a lifestyle of luxury and high fashion. This is the essence of our brand. On the top 

left, the Michael Kors charm (8) represents the designer tag which is the most important feature 

of our backpack design. On the top right, the fancy key with the price tag (9) represents the 

premium prices we charged for our backpack. The bottom left shows a high-end fashion 

boutique (6), which was by far our larget distribution channel. And finally, featured on the 

bottom right is a Vogue magazine cover (2) featured along with a picture of a trendy woman 

carrying a bag with the Facebook logo attached that reads “follow us” (5). Over these pictures 

are the words Luxury and Fashion. Together this image represents our promotion strategy, which 

included the messages “Luxury” and “Fashion” and was advertised through a Fashion Magazine 

and Social Media. 
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