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QCA Pillars

Mission and Mandate

The Queen’s Consulting Association promotes the consulting career path for students in 
every year of study within Queen’s University. 

Our mandates are to raise awareness of the consulting profession, continue the 
development of consulting education at QSB, and to ensure the preparation of our 
students so they are the best candidates through every step of the industry’s difficult 
case interview process.

The Queen’s 
Consulting 
Association 
promotes the 
consulting 
career path 
for students 
in every year 
of study 
within 
Queen’s 
University

Awareness

Action Plan

 Assuming the position 
of internal QSB 
consulting 
communication lead

 Committing to 
acquiring QCA 
membership

 Promoting consulting 
opportunities within 
ComSoc, as well as the 
greater community

KPI’s

 Membership growth 
on Facebook and 
Portal

 Event attendance
 Website visits
 Document downloads

Development

Action Plan

 Creating easier ways 
for firms to recruit at 
Queen’s 

 Networking with recent 
consulting graduates

 Fostering Queen’s 
talent

 Working closely with 
the BCC and alumni

KPI’s

 Info session 
attendance

 Number of new and 
ongoing partnerships

Preparation

Action Plan

 Hosting case interview 
preparation session

 Creating a Queen’s 
consulting guide with 
tips, firm overviews, 
industry primers, 
general structures and 
alumni stories

 Debriefing the 
recruiting cycle with a 
results report

KPI’s

 Number of consulting 
offers extended at 
Queen’s

 Document downloads
 Feedback from users 
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If you are reading this, you have a desire to become a consultant. Much like you, the authors of this guide share 
that same desire. Not only do we want to be consultants, but all of us are currently working at consulting firms. 
You may be wondering how we were able to get here and more specifically, how we managed to “crack the 
case.” The purpose of this guide is to attempt to share some of our knowledge with you. The first disclaimer is 
that we cannot guarantee that following our advice will get you a job; however, preparing greatly increases your 
odds of breaking into the field. The second disclaimer is one you have almost certainly already heard: 
memorizing frameworks or structures is likely to hurt you more than help you. 

You may be thinking that this isn’t the case. If nobody else memorizes frameworks, you could be the one who 
knows every framework and amaze all of your interviewers. Unfortunately, this is not the case. On the day of 
your first interview, you show up nervous and excited and you cannot wait to dazzle your interviewer. However, 
there are a few potential risks: first, you may forget a part of the framework that you think is important for this 
case. This will cause you to panic, and since all of your attention is focused on trying to recall the case, you’ll 
have no attention left over to engage with your interviewer. Second, even if your memory is flawless, and you 
really have become a framework encyclopedia, you can receive a case that requires you to think outside the 
box or to use a combination of concepts in a way that you haven’t practiced. As you try to scan through the 
pages in your head, you may find yourself without a framework that fits. Finally, the interviewer may be 
interested in seeing how you react when pushed out of your comfort zone. In practice, these are the dreaded 
“what else?” and “why would that be important?” questions. If you’re asked to evaluate or expand the 
framework, but your case style is based off of rigid, memorized frameworks, you once again panic. Our best 
advice in order to avoid panicking is to not memorize frameworks and instead to practice as many cases as 
possible. 

With this in mind, we hope you find this guide insightful. As you read, you will encounter an overview of what a 
case is, tips on how to give and how to take a case, what frameworks you should be aware of, and what types of 
cases you are most likely to encounter. After you feel full of wisdom, we encourage you to try the cases we have 
written for you. They range in difficulty and since the majority of them are harder than what you will find in an 
interview, we believe that you should practice with other cases to developing a good case-solving skill set before 
attempting these. However, success on these will create a great confidence boost in your case solving abilities 
and means that you should be well-prepared for the interviews. 

We wish you the best of luck. We are very committed to helping you succeed therefore, if you have questions 
after going through this guide; please feel free to reach out to us. 

Your case coordinators,

Mr. Bonk, Ms. Cotlar & Mr. McGee

Letter from Case Prep Directors
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Overview of Case Interview

To keep it simple, a case begins with your interviewer posing a question. They will 
provide you with a few key facts and give you the first clue as to what you are trying to 
solve. This question is the start of what will be a back and forth conversation between 
you and your interviewer as you attempt to crack the case. After you receive the 
question, you will take a moment to create a structured approach to plan how you will be 
tackling the problem. As you progress through your approach, your interviewer will 
provide you with additional data in order to help you reach a conclusion. That is the 
basic outline of how the case interview functions. 

Now, by giving you a case, your interviewers are trying to test your ability to deal with 
ambiguity. They want to know that you know how to ask the right questions and they 
want to know that you will not crack under pressure. They want to know that you have 
strong analytical abilities, and an aptitude for solving cases. They also want to see you 
excited (not fake, over-the top excitement, just strong engagement) with what you are 
doing. They are not only testing your ability to solve a case but also your fit as a 
consultant at their company. Would they buy your solution? Would they be willing to 
work with you on a project? Cracking the case is not about finding the “right” solution, it is 
about finding a realistic, feasible, believable answer to the problem you are given. 

By giving you 
a case, your 
interviewers 
are trying to 
test your 
ability to deal 
with 
ambiguity
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How to Receive a Case

We won’t lie; your first few cases are likely to be subpar. However, the stress of feeling 
like you will never become good at cases disappears after you have done about 5-10 
cases and begin to feel more comfortable with the process. Our suggestions for 
receiving a case are based on the different phases of the case.

The Start

When the interviewer gives you the prompt, do not rush to write down absolutely 
everything they tell you. Consulting is about being able to identify the important details 
and the start of the case is the perfect place to test your ability to identify priorities. 
Develop a note-taking system for yourself where you only need to write a few key words 
and numbers to remember what the interviewer said.

The Structure

Although we mentioned that memorizing frameworks is an ineffective way to tackle 
cases, developing your own structured approach to solving cases is definitely effective. 
You should always lay out a structure of how you plan to approach the problem you have 
been presented with. The more cases you practice, the easier that it becomes to develop 
an industry-specific structure targeting the problem at hand. In addition, always ensure 
your structure is mutually exclusive and collectively exhaustive (MECE). What this means 
is that the different ‘buckets’ in your structure should not overlap and between all of 
them, should cover all of the relevant issues in the case. When you structure a case, you 
are trying to show that there is sound logic behind your strategy and that you have 
considered everything that could be of concern for this problem. In addition, something 
that can set you apart from other candidates is developing a hypothesis early. Once 
you’ve laid out the areas that you would like to analyze, you could suggest which you 
think would yield the most valuable insight and why you think that would be the case. 
Even if you’re not correct, the interviewer will appreciate that you’re already driving for an 
answer, which is something highly valued in consulting.

One thing to note: be open to modifications if your interviewer is pushing for them. You 
want to ensure you take their concerns into consideration (a good consultant listens to 
their client). 

We won’t lie; 
your first few 
cases are 
likely to be 
subpar
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The Analysis

This is where most of the case interview takes place. We briefly mentioned acceptance of 
modifications above, and here, we will stress the importance of flexibility. You may think 
you know where the case should go and that going off on your own and solving the case 
will impress your interviewer, however, it likely will not. After you structure the case, you 
should ensure your interviewer deems your structure acceptable, then, you should begin 
an open conversation with him or her. You should be going back and forth looking for 
answers. You should always ensure that you ask questions purposefully. Just as you want 
to have a hypothesis when you lay out your structure that guides where you think you 
should look first, you should always ask questions that will lead to an answer, either by 
confirming or denying your hypothesis. In addition, if your interviewer has been clear 
about not wanting to examine a certain path within your structure, don’t push to go that 
way. Most interviewers are not there to trick you; they want you to succeed! The easiest 
way for them to help you do so is if you let them into your thinking process. Thinking out 
loud, logically and coherently with another person in the room can be intimidating at first 
but the more you practice, the more natural it becomes.

Do not feel disappointed if you get stuck on a certain calculation. In life outside of the 
case interview there are calculators and computers. Although solid math skills are 
important, since many consultants view mathematics as a quick intelligence test, 
identifying the calculations required is more important than the actual numbers. Of 
course, if you perform the entire math portion incorrectly, it will reflect poorly if the other 
candidates did not stumble on the same calculations. With practice however, everyone 
can master the math needed for consulting case interviews. Additionally, do not be 
alarmed if your interviewer is providing you with what seems like a lot of guidance. This 
happens from time to time, and as long as you listen to what they say, the guidance 
should help you succeed. 

The Conclusion

It is important to ensure that you know how to wrap up a case. Our best advice for this 
section is simple. Frame it as a recommendation, highlight the main 2-3 conclusions 
reached during the back and forth, and suggest that if you had additional time, you 
would look further into X, Y and Z to be able to provide a more complete 
recommendation. 
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How to Give a Case

One of the best ways to understand what an interviewer is expecting from you is to act 
as an interviewer yourself. When you pick up a case to give to a friend or colleague, there 
are generally instructions as to what information you should provide and in what order. 
Additionally, there are suggested answers that you should be expecting to hear some 
version of from your interviewee. We recommend that you begin the case as outlined, 
giving the case start provided, however, we do not feel it is necessary to follow the rest of 
the case exactly as described. We suggest that you take the case given to you as an 
outline and that you focus on how this particular interview is going versus how the case 
in front of you says it should go. 

If the person you are interviewing is stuck, provide them with additional information 
(regardless of what the prompt says). If the person is doing particularly well, leave out 
some information and see if they ask for it themselves. Becoming a good consulting case 
prep interviewer is about adjusting to the skill level of your interviewee and allowing 
them to grow through prepping with you. This ability to be flexible as an interviewer is a 
great skill to develop because flexibility when giving an oral case will translate to flexibility 
when receiving one. Listening to the other person, regardless of what side you are on, 
and adjusting accordingly is our number one suggestion when it comes to the case 
interview.

One of the 
best ways to 
understand 
what an 
interviewer is 
expecting 
from you is to 
act as an 
interviewer 
yourself
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Frameworks

Now that we’ve told you not to memorize frameworks and impressed upon you the dire 
consequences of doing so, here are some frameworks to keep in mind. The reason that 
we’ve included these is that it provides you with a good basis to begin practicing case 
interviews. Typically as you get more experienced with case interviews, you’ll begin to be 
able to adapt existing frameworks so that they cover the key issues of each specific case. 
Once you become even more experienced, you’ll be able to make up frameworks on the 
fly and use this method of structured thinking throughout the case, rather than just at 
the beginning.

Until then, however, these six frameworks should allow you to have a structured starting 
point for 90% of all cases. Many are simplified version of frameworks that you will be 
highly familiar with through coursework or employment. The reason that we don’t 
directly employ the originals is that your interviewers will also be familiar with these 
frameworks and may expect more creativity.

Like everything to do with case interviews, the best way to improve your structuring 
ability is to practice. As such, you shouldn’t spend too much time thinking about these 
frameworks in isolation before you begin to apply them to cases and see their individual 
strengths and weaknesses. Our final thought is that no framework is perfect, so you 
should focus more on ensuring that your thinking is structured and clear, rather than 
trying to get the exact framework for a specific case.

Like 
everything to 
do with case 
interviews, 
the best way 
to improve 
your 
structuring 
ability is to 
practice
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Profit Tree

Introduction: The simplest framework that you can use is the profit tree. That said, it is 
also one of the most widely applicable because nearly every business problem has a 
profitability element. As a result, you can always gain at least some insight into the case 
by looking through the lens of profitability. However, there are two downsides to this 
framework. The first is that nearly everyone can think of the profit tree, so you won’t 
surprise your interviewer with this framework. The second is that while nearly every 
element of any case is buried somewhere in this tree, some elements are buried quite 
deeply. For example, the actions of competitors, product attributes and customer 
preferences are all buried in one of the branches under revenue. To avoid these two 
issues, the profit tree serves best as a single bucket within a larger approach that brings 
these other issues to the forefront.

Explanation: The profit tree (as you might expect) divides profits into revenues and costs, 
which are then each broken out farther. Although there are many different ways to sub-
divide these two, we suggest the following: revenues into revenue per unit multiplied by 
the number of units, and costs into fixed costs and variable costs. On the cost side, this 
is quite standard as you can see what the major costs of the business are and what the 
cost structure looks like. In particular, if you know the business has high variable costs, 
raising volume will not have a significant impact on profits, compared to businesses with 
low variable costs. On the revenue side, this is similar to price multiplied by volumes, but 
not exactly the same. What you should note is that the “unit” can be whatever is most 
relevant to the case. For example, in a retail case, “units” could be customers and then 
revenue per unit is number of products per customer multiplied by price per product. As 
you can see, this gives you a little extra flexibility to fit the framework to the case and 
demonstrate an understanding of the industry it discusses.

Profits

Revenues

Costs

Revenues/Unit

# of Units

Fixed Costs

Variable Costs
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Growth Strategy

Introduction: On a high level, growth strategy cases focus on increasing the client’s 
revenues. Therefore, to structure these cases, you could theoretically just use the profit 
tree and not delve into the cost side of the framework. However, your interviewer might 
question your judgment if you’re explicitly asked to focus on growing revenues, but you 
still show the cost side of the framework. This framework solves this problem by 
excluding costs entirely and showing more depth in improving revenues. One issue with 
this framework is that it is less MECE than some of the others, which can both help you 
and hurt you. On one hand, your interviewer might take issue with gaps in the 
framework, but on the other, this framework is much more flexible than the others, so 
you can more easily adapt it to the specifics of the case at hand and thus demonstrate 
your ability to understand unique aspects of a client’s industry and business.

Explanation: As with every other breakdown of revenues, this framework splits revenues 
into price and volume. In order to raise the average price per unit, the company can 
either raise prices on individual products or shift the sales effort so that it sells more 
high-priced items and relatively fewer low-priced items, which could be described as 
adjusting the product mix. Within this category, you may even want to consider dropping 
the worst performing products in the company’s portfolio as the effort needed to sustain 
those products may earn higher returns if it were redirected at other products. On the 
volume side, you can think about a two-by-two matrix with new vs. old products and new 
vs. old customers. Selling more of the same product to your existing customers means 
taking market share away from competitors. Selling a new product to existing customers 
or the existing product to new customers are both forms of market entry. Finally, a new 
product to a new customer typically requires some sort of inorganic growth, which can 
typically be a merger, an acquisition or a new business unit within the existing firm.

Revenues

Price/Avg. Unit

Volume of Units

Price 
Optimization

Product Mix

Market Share

Market Entry

M&A

QCA Case Prep Guide. September 2015| 10



Value Chain

Introduction: When you want to look more deeply at the operations of a business, you 
may want to use the value chain framework. Although yours does not need to be as 
ornate as ours, the concept should remain the same: the value chain follows the product 
through its journey within the company until it is sold to the customer. There are two 
places where this perspective could be useful. First, when you want to get a deeper 
understanding of costs, one methodical approach would be to follow the product from 
one end to another within the company. Every activity that the company performs to 
move it to the customer is a cost source. Additionally, there will be some supporting 
activities that generate overhead costs to the company. Typically, if you identify the most 
important steps in the process, you will also uncover some of the most significant cost 
centres of the business. Second, when you are trying to understand who earns money in 
an industry, you can use a slightly altered version to follow the path of a product from 
base materials all the way to the final customer. Any activities where the current 
company could easily be replaced by a competitor will earn low margins, whereas the 
critical activities that cannot be replaced will earn high margins. For example, Apple earns 
high margins on the sale of iPhones because the value is generated by the design and 
patented technology, not the physical components.

Explanation: The below diagram shows the path of a product traveling from left to right 
through the company. First, materials need to be sourced. This can either take the form 
of buying materials from a supplier or, in some businesses, harvesting natural resources 
directly. Next, the materials are processed into the product itself and then shipped to 
wherever the customer is. Finally, the customer interacts with the company through the 
marketing, point of sale and post-sale support. 

Sourcing 
Materials

Manufacturing Distribution
Marketing and 

Sales

Support Activities
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Pricing Strategy

Introduction: When the case involves bringing a new product to market, you will often be 
asked to suggest a range of prices for this product. Although pricing is obviously an 
approximate science, this approach is what your interviewer is expecting. You’ll 
frequently see pricing questions in market entry cases, whether that is bringing an 
existing product to a new market, or a new product to any market, this framework is a 
useful way to guide your thinking about pricing in any case. For example, if you were to 
find that the company was pricing below the cost of production, you would know that 
they need to raise prices or cut costs if they want to continue selling this product.

Explanation: Ultimately pricing comes down to three elements: the cost to produce, the 
value to customers and competitive pressures. The first is the easiest to understand as a 
product is only profitable to sell if its price is higher than the cost of production and thus 
cost is the bottom end of your pricing range. The upper end of this range is the value 
that customers gain from buying the product, since they would be unwilling to pay any 
more than that. Sometimes, as with products sold to other businesses, you can give an 
accurate quantification of this, but often you cannot. In a case, if there isn’t any exact 
method of quantifying value, your interviewer will expect you to make an effort to 
estimate. Similar to a market sizing question, they want to see that you make sound 
assumptions, even if the answer itself is not perfectly accurate. Finally, the optimal point 
between these two bounds is determined by competitive pressures, so this component 
is more of an art than a science. Two things to keep in mind are that highly unique 
products can capture a large fraction of customer value and close substitutes should be 
priced similarly. 

Range of 
Possible Prices

Competitive 
Pressures

Value to 
Customer

Cost to Produce

Optimal Price
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Market Evaluation

Introduction: Sometimes you just don’t understand what is going on in a particular 
market. This could either be at the start of a case where the interviewer does not give 
you much direction or if the case is set in an unfamiliar market. What this framework 
allows you to do is find broad categories to delve into to get a sense of what is driving 
the market and hopefully uncover something that will lead to the solution to the case. 
Astute readers will notice that this framework looks very similar to the well-known 
Porter’s Five Forces framework. This is intentional as that is one of the best frameworks 
for understanding a market. However, as an extremely well-known framework, your 
interviewer will be a bit underwhelmed by your ‘creativity’ in using it. So the best 
approach is to disguise the framework in more general terms so you can apply it without 
your interviewer realizing. The added benefit of using a more general version is that you 
aren’t trapped in the rigid categories of the Five Forces framework.

Explanation: The first component is the industry as a whole: in this section, you want to 
get a sense of how the industry is performing, what major segments exist and what the 
growth rates of these segments are as well as if there are any major changes that could 
affect the company. The second component is competitors: you want to understand who 
the competitors are, their market shares and how their products compare to what the 
client offers. If available, you may also want financial data on their performance to 
benchmark against the client’s performance. Next are the customers, where you want to 
understand the major segments within customers and what the preferences, purchasing 
habits and willingness-to-pay is within each segment. Finally, you want to understand the 
company’s product in terms of the value it offers to customers, the operations necessary 
to support its production and any supplier relations critical to selling it.

Industry Product

Competitors Customers
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Product Life Cycle

Introduction: On some occasions, you may be asked to determine what the company 
should do with a specific product. This could happen if there is one product that the 
company wants to change its strategy towards or if the company is looking at its product 
portfolio and deciding where to allocate investment spending. One way to think about a 
product is using the product life cycle, which theorizes that all successful products go 
through four phases during their lifetime. The other major approach to thinking about 
products is the BCG Growth / Share Matrix. Since that framework allows for poor 
products, it might be more flexible in the situations where there is a portfolio of many 
products as there may be poor products. However, we recommend that you add this 
framework to your toolkit for two reasons. First, it is less commonly used than the 
Growth / Share framework, so your interviewer is less likely to be bored by your use of 
the life cycle. Second, it explicitly shows the same product at many different points in 
time, so it helps you to think about how the product’s requirements will change over 
time.

Explanation: In the first phase, introduction, sales are usually quite low and the required 
investment is high. At this phase, the company is trying to determine if the product will 
be a success and increase sales quickly. Once the product enters the growth phase, 
sales accelerate and the product’s cash flow turns positive. At this point, the company 
should continue to invest in order to drive growth. Eventually, growth slows and the 
product becomes mature, where sales are at their peak and cash flow is high. Since it is 
hard to push growth farther, typically companies will use the cash from the mature 
product to invest in other areas of their business. Finally, when the product begins to 
decline, the company has to decide whether to invest to attempt to restart growth or to 
divest the product and invest the cash elsewhere.
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Below are six common types of cases that you may experience during the recruiting 
process. In addition, each section contains strategies for solving that particular type of 
problem. As you should notice, the sections are not completely separate from each 
other. For example: revenue growth is a more in-depth version of profitability, a market 
entry case may require an operational plan to enable the entry, purchasing a new 
technology to respond to a competitor may involve a valuation of that technology, and 
many other possible combinations exist. These should provide an introduction to case 
interviews, which can be honed through your own practice for recruiting.

Profitability

Since nearly all business problems come back to maximizing profits, this could be 
considered the base framework for any case you will encounter in an interview. It is 
typically framed in one of two ways: you are either asked to find ways to improve the 
profitability of the business, or asked to identify the cause of a decline or stagnation in 
profitability. For the first, you want to focus on controllable components of revenues and 
costs and find improvements in those areas. For the second, you want to look for things 
that have changed recently to identify what drove the decline in profitability.

One key tactic for profitability cases in the profit tree framework. A good way to look for 
insights during the case is to think about what each of the ‘buckets’ is for the particular 
business. In particular, consider how a business might measure its volume: number of 
customers, number of units sold or hours of work performed are some possible 
answers.

Growth Strategy

When asked to “grow the business” by the interviewer, you typically want to look at ways 
to grow revenues, so you should think of these cases as focusing in on the revenue side 
of the profit tree. Although cutting costs does improve the profitability of the business, it 
does not strictly speaking, grow the business and also, the scale of growth that 
interviewers frequently ask for are beyond the scope of cost reductions.

A good way to think about this would be substituting price and volume with revenues 
per customer and number of customers, since that provides a more intuitive way to see 
places for growth. For the first, you can find ways to raise the price of individual units or 
boost the number of units sold to existing customers. For the second, you can take 
customers from competitors or look for currently un-served markets. Since there are 
multiple ways to grow, these cases can branch off into many different paths, such as 
mergers, new products or market entry.

Case Types

These should 
provide an 
introduction 
to case 
interviews, 
which can be 
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through your 
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Operations

These cases will often be prefaced with some version of the phrase ‘efficiency.’ As this 
implies, these cases focus on ensuring that all of the moving parts of the business 
operate correctly. In particular, you should keep in mind that since costs are incurred 
through the different activities that the business does, the real goal of these cases is 
usually to reduce costs without hindering the operations of the business itself.

Since these cases generally deal with the sales activities of a business, the value chain is 
often a good way to understand the operations. The key is to identify what activities are 
necessary to bring the product from its origin to the customer and which activities can 
be safely outsourced, reduced or eliminated entirely. This will also help you think about 
where the company earns its money as well as the portion of the value chain where the 
company adds value.

Market Entry

Whether it is introducing a new product, targeting a new demographic, opening a new 
division or entering a new country entirely, strategies for market entry are key to 
expanding a business. They can also be among the most complex cases as there are 
many different issues the interviewer could ask you to analyze for a market entry case. 

Generally, you should start by getting an overview of the market, the competition and the 
customers. This portion may also contain a market sizing component to get a 
quantitative estimate of the viability of the market. You may be required to decide on a 
pricing strategy for a new product or conduct a break-even analysis on the projected 
revenues and costs in the new market. Finally, you could be asked to deal with some 
operational issues, such as planning distribution to a new geographic location or 
deciding on a market strategy for a new target market. Remember that the core of these 
cases is the go/no-go decision, so any analysis you perform should ultimately lead back 
to this component.

Competitive Response

As you know, the business landscape is constantly shifting. New technologies make older 
ones obsolete, companies are introducing new strategies to overtake their competitors 
and customer tastes are constantly in flux. These cases require you to find a way to deal 
with some change that endangers the company’s current business. There are broadly 
two important parts to these cases: the first is to understand the impact of the change 
on the market and the second is to create a strategy to mitigate the threat.

Dealing with the threat can take many different forms, depending on the nature of the 
threat. If it comes from a new technology that radically improves the delivery of a 
product or service, a viable response may be for the company to adopt that technology 
itself. On the other hand, the entry of a competitor will force you to look for ways to 
either do the same thing, but at a lower cost or do something better that they cannot 
replicate.
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Valuation

Aside from cases that test your ability to gather data to decide on a strategy for a 
particular business, you may also be asked to calculate a value for a particular business, 
product or strategy. These cases can come in many contexts, such as looking at the value 
of an acquisition target for a private equity fund. 

For any type, you want to find either the profits or cash flows of the company and an 
appropriate discount rate for those cash flows. This will allow you to arrive at a present 
value for the stream of future cash flows. Keep in mind that business cases and the 
business world are not as absolute as coursework. Often the interviewer will want you to 
acknowledge that there are intangible factors that affect the true value of the company, 
once you’ve proven your mathematical skill at finding the appropriate numerical answer.
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The case conclusion is your opportunity to showcase your ability to eloquently 
summarize your ideas. If a case interview is a compressed consulting engagement, the 
case conclusion is the final presentation. After you’ve finished your analysis and come to 
a conclusion, take a moment to gather your thoughts.  It’s a common misconception that 
the faster you come to a conclusion and state the ‘answer’; the more impressive you are 
to the interviewer.  It is far more important to have a well-polished conclusion to your 
case.

When you feel that you’ve reached the final ‘answer’ for the case, take 30 seconds to look 
through your notes and underline the key figures that you’ll use during your conclusion.  
Quickly go through the logic you used to arrive at the conclusion and turn that into a 
‘story’.  For example, the conclusion to a go/no go new product market entry case could 
be: 

“Based on a market size of X, total cost per customer of Y and total revenue per 
customer of Z, the net income as a result of this new product is N.  Therefore, the 
company should introduce this new product.”

A conclusion like this shows the interviewer that you understand the logic 
behind your answer and can compress your thoughts into a ‘short and sweet’ 
summary. 

You may also want to highlight any assumptions you made that would weaken your final 
answer and suggest the next steps you would take if you were actually staffed on this 
case.  For the above example:

“If this were a live engagement, some next steps I would take are: conduct a more 
rigorous market sizing in order to increase the accuracy of the net income and look 
into several marketing strategies to attempt to reduce customer acquisition cost.” 

A statement like this can set you apart from other interviewees.

Note that in some interviews, there will not be a single final summary that the interviewer 
asks for. In order to show that you still have the skills for synthesizing your analysis, you 
should do ‘mini-conclusions’ throughout the case. For example: “Based on these graphs, I 
see that X is the most attractive segment as its profit margins are Y and growth rate is Z. 
This supports my hypothesis from earlier that the company should consider expanding 
into segment X.

Case Conclusion

When you 
feel that 
you’ve 
reached the 
final ‘answer’ 
for the case, 
take 30 
seconds to 
look through 
your notes 
and underline 
the key 
figures that 
you’ll use 
during your 
conclusion
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As finding quality case preparation materials is always cited as a challenge by potential
consultants during the lead-up to recruiting, especially given the proliferation of case instructors,
case prep books and assorted cases for practice on the internet, it seemed a logical step for the
QCA to develop a case book of its own. Having one would benefit both the association itself,
establishing it among the ranks of well-known American MBA programs that publish their own
case books, and its members, by giving them an organized resource to use while preparing for
interviews.

This book contains 35 original cases written by the case preparation team of the QCA, covering
six major topics that any candidate could expect to see during a case interview along with 10
challenge cases. Although no resource can be exhaustive of all possible questions that an
interviewer may ask, we have strived to test a broad range of skills with these cases. Even though
the precise situation may be different, the analytical techniques that will solve these cases will
also suffice to solve most other cases.

The cases contained within this book are, on average, more challenging than the ones available in
many other case prep resources we studied when preparing this book. As such, although no
amount of preparation can guarantee success in interviews, being able to confidently solve the
cases contained within this book should serve at least as a strong signal of preparedness.

For the interviewers, all of the cases have an overview of the content of the case, a suggested
path through to the solution and the solutions to any calculations that the candidate should
reasonably make while solving the case. In essence, even someone relatively unfamiliar with
serving as an interviewer should be able to use these guidelines to give the case.

However, do not feel that you are necessarily constrained to ask only the questions listed on a
particular case. The candidate should also keep in mind things such as: where would they find
the information they’ve asked for when working for the client? What are the business implications
of the strategy they suggest? How would they go about implementing this for the client? All of
these will force the candidate to practice tying the strategic and analytical elements of their
solutions to business practicality.

In total, we hope you find this useful when preparing for your interviews or even just to take an
opportunity to think more deeply about how business problems can be analyzed and solved.

Best of luck,

Dan McGee
Case Preparation Coordinator, Queen’s Consulting Association 2013 – 2014

Letter from Dan McGee
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BRAVING THE ELEMENT – QUESTION/INTRODUCTION 

 
Your client is a mid-market retail bank specializing in loans to small industrial businesses. This niche 
market has been seen as too small for the big banks and thus the client has not seen significant 
competition. However, a new company, Element Financial, has launched with a unique business 
model. Your client wants to know how they should respond. 
 
Extra: This industry uses return on equity (ROE) as the key metric of success. 
 
NOTES FOR INTERVIEWER 

 
This case tests how a candidate can solve two related problems: first, they need to get a sense of the 
industry to identify how the new entrant will affect it. Second, they need to come up with a strategy 
as to how they can reduce the impact on their business. For the first, they should look to understand 
exactly how the retail banking model works by taking deposits and making loans as well as the new 
model used by Element. For the second, they should look at both offering the same service at a 
lower price and offering high-quality services that will command a price premium. 
 
ADDITIONAL INFORMATION 

 
Only give if requested: 

 Client’s business model follows standard retail bank model: they take deposits from the 
public (which they pay interest on) and make loans (that they earn interest on) and earn a 
profit based on the spread between what they can loan at and what they pay on deposits 

 Element raises funds from institutional investors and adds heavy leverage to make loans and 
as a result does not take deposits. 

 Equipment loans seen as a niche market as it requires experience in valuing specialized 
industrial equipment – many of client’s employees are former engineers for industrial firms. 

 Customers value low interest rates and loans structured around the specific characteristics of 
their industry – IE. oil and gas companies have no cash until they drill and then have high 
cash flows, so they prefer to be able to defer interest payments until they hit oil. 

 Market for industrial loans is $5 billion in Canada and is growing at 5% annually. 

 Market for retail deposits in Canada is $800 billion and is growing at 1% annually. 

 Our client has a 50% market share in industrial loans and a 1/4% market share in retail 
deposits. 

 Average interest rate on industrial loans is 4% and on retail deposits is 1.5%. 

 Our client faces $20 million in fixed costs, Element faces $10 million in fixed costs. 

 Element raises $200 million in equity, which they loan out at 5 times leverage. 

 Assume our client’s only assets and liabilities are loans and deposits. 
 
DATA AND ANALYSIS 

 
First, the candidate should find the current profitability of the client. 
 
Since they have a 50% market share in industrial loans, they have $2.5 billion in industrial loans, 
which is their asset. At 4% annual interest, they earn $100 million per year in revenues. 
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They also have a 0.25% market share in deposits, which is $2 billion in deposit liabilities. At 1.5% 
annual interest, they have to pay $30 million in interest on deposits. Finally they have $20 million in 
fixed costs, giving $50 million in annual profits. 
 
At this point, they should remember that ROE is the key metric used in this industry. Since the 
client has $2.5 billion in assets and $2 billion in liabilities, they must have $500 million in equity, 
which gives ROE of 10%. 
 
Element will have $200 million in equity and will lend this out at 5 times leverage for $1 billion in 
assets. At the same 4% interest rate, they will earn $40 million in revenues, $30 million in profits and 
an ROE of 15%. 
 
The candidate should notice something important about Element’s competitive threat – since they 
don’t take deposits, they can steal some of the client’s loans without needing to also take on the 
deposits. Let candidate assume we lose the $1 billion in assets. 
 
New revenues = $1.5 billion * 4% = $60 million, which gives $10 million in profits, which is a 2% 
ROE. 
 
Now the candidate should look for ways to reduce the impact of Element’s entry. There are three 
things they should propose: 
 
1. Reduce amount of deposits since less is needed to support loans, this will cut costs and raise 
profits. 
 
2. Lower interest rate charged on loans to entice customers to stay. Have them calculate impact of 
1% decline on client and Element -> client is more susceptible to interest rate declines. 
 
3. Offer higher quality service through: specialized loan terms, stronger client relations, new 
products to cross-sell, full range of commercial banking services etc. 
 
They should conclude 1 and 3 are best strategies given client’s sensitivity to interest rates and 
industry experience. 
 
CONCLUSION 

 
1. Element Financial could pose a significant risk to our client as they could take as much as $1 

billion of our earning assets, which cuts our ROE to 2%. 
2. To reduce this threat, we should look to offer specialized loan terms as our staffing of 

engineers gives us deeper industry knowledge. In addition, these custom products may 
command a higher interest rate than a standard loan. 

3. Second, the client should expand their offering to a full range of commercial banking 
services for this sector, such as operating lines of credit, insurance and advisory, which will 
prevent Element from taking away our business. 
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LIGHTS ON, ‘LYTES’ OFF 

 
Your client is Karnalyte Resources, which is a junior potash producer. On the morning of July 30th, 
Uralkali, the dominant Russian producer announced that it was separating from its partner, 
Belaruskali. What will this do to the industry and what should Karnalyte do? 
 
NOTES FOR INTERVIEWER 

 
Although the case is framed as a response by a particular company to a change in the industry 
dynamic, the real core of the case is thinking through the industry structure and how this drastic 
change will affect the industry. If the candidate tries to move too quickly to strategies that Karnalyte 
can take, before fully understanding the implications of the industry change, push them to look at 
the big picture, before dealing with strategic alternatives. Once they understand the situation, they 
should realize that Karnalyte’s only viable choice is to sell its assets at scrap value to try and pay off 
its debts. Thus this case also tests the candidate’s ability to recognize a hopeless situation, since few 
cases typically have liquidation of the company as the correct answer. 
 
ADDITIONAL INFORMATION 

 
Only give if requested: 

 Potash is a main ingredient in fertilizer and is mined from potassium deposits in Russia and 
Saskatchewan. 

 Historically, potash sales have been dominated by two companies: Canpotex, which 
represents Potash Corp, Mosaic and Agrium Inc (which are miners); and BPC, which 
represents Uralkali and Belaruskali. 

 To ensure high profits, the two companies have restricted volumes and thus keep prices 
high: potash prices were $440 the day before the announcement. 

 The industry has significant excess production capacity, both because of unused capacity by 
the major producers and because of many smaller miners that either have a single mine or 
have a mine site that they could develop. 

 Uralkali says that it plans to compete on volumes against its former partners. 

 Karnalyte does not currently have any producing mines, they have one mine site that could 
be developed. 

 Assume that any mine that earns exactly zero profits will continue production. 

 The scrap value of Karnalyte’s equipment is $5 million and the scrap value of the mines is 
$30 million. 

 
DATA AND ANALYSIS 

 
The key insight is that previously, the major miners have been acting as a cartel and colluding to 
raise prices (and profits). Once Uralkali begins competing on price, prices will fall rapidly as the 
industry approaches full capacity. When the candidate realizes that prices are going to fall, give them 
Exhibit 1 and have them figure out where prices will fall to. They should ask for the costs facing 
each level of miner to determine whether a given level will remain profitable after the price decline. 
 
From Exhibit 2, they should work in reverse to figure out which groups will produce and thus, 
where prices will settle once the industry stabilizes. 
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If undeveloped mines produce, prices will be $280. 
  
Price     $280/tonne 
Variable Costs    $200/tonne 
Gross Margin    $80/tonne 
Production    500,000 
Revenues    $40 million 
Fixed Costs    $80 million 
Profits     ($40 million) 
 
Thus undeveloped mines will not produce. Now that this possibility is ruled out, move up the 
demand curve to the next point and evaluate small mines when prices are $300 
 
Price     $300/tonne 
Variable Costs    $200/tonne 
Gross Margin    $100/tonne 
Production    500,000 
Revenues    $50 million 
Fixed Costs    $50 million 
Profits     $0 
 
Since we know mines that earn zero profits will stay in business, the equilibrium price is $300/tonne. 
There is no real reason to calculate the profits of the senior miners, if the candidate does so, they 
should use the equilibrium $300 price and find that profits are $40 million. 
 
Focusing on Karnalyte, their mine has not yet been developed, so the prior analysis shows that they 
cannot develop their mine. The candidate should see from their balance sheet that they must come 
up with $30 million by the next year and thus must liquidate their assets. 
 
CONCLUSION 

 
1. This poses a serious threat to the potash market as higher volumes will push prices down to 

$300 as all existing mines move to full capacity. 
2. Since Karnalyte has not yet developed their mine and it no longer makes economic sense to 

do so, they should liquidate their assets. 
3. Once they pay off their debts and employees, immediate liquidation will leave $10 million for 

shareholders. 
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EXHIBIT 1 
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EXHIBIT 2 

 
Production Economics of Potash Mines 

Status of Mine Production Cost/tonne Fixed Costs Annual Production (tonnes) 

Existing Large Miner $130    $300 million 2 million 

Existing Small Miner $200    $50 million 500,000 

Potential Mines $200    $80 million 500,000 

* Potential mines are those that have discovered potash reserves, but have not built the 

infrastructure to extract it.  
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VERIZON IN CANADA – QUESTION/INTRODUCTION 

 
This past June, Verizon, one of the major American telecom companies, announced that it was 
seeking to buy Wind Mobile and thus enter the Canadian market. Your client is Bell Canada and the 
CEO has hired you to answer three questions. First, what impact will this have on the market? 
Second, how should they respond to ensure profitability in the long term? Finally, what strategies 
can we implement aside from our response to Verizon to improve profitability and reassure our 
shareholders? 
 
NOTES FOR INTERVIEWER 

 
This is a very open-ended case with no forced path to the answer, thus to solve the case, the candidate 
must first focus on the impact of Verizon on the market as an analysis of the Canadian market. Next, 
their insights from this analysis will allow them to develop strategies to counter Verizon’s entry. 
Finally, the last question requires them to set aside Verizon’s move and approach the question as a 
standard profitability case. Additionally, this case tests the candidate’s ability to find insights from large 
amounts of data as only some of the exhibits are ultimately relevant to solving the case. This is 
especially important as there is little information that the interviewer has to tell the candidate, most of 
the data is contained within these charts. 
 
ADDITIONAL INFORMATION 

 

 Verizon is the largest telecom company in the United States, with around 117 million 
subscribers. 

 Due to their size, they will be able to buy phones at a lower cost from manufacturers. 

 In addition, they can offer free roaming between Canada and the United States due to their 
existing networks in the US. 

 All of the three major Canadian companies offer a full range of services, Wind solely 
operates in the wireless phone segment 

 Government regulations do not allow the incumbents to acquire a competitor and foreign 
companies can only acquire a Canadian company if the target’s market share is below 10% 

 Differences in cost of acquisitions come from two sources: scale (purchasing more handsets 
allows for purchase discounts) and effectiveness of promotions (new subscribers per million 
advertising spend) 

 Our research shows Bell’s higher churn mainly results from having a higher proportion of 
single-service subscriptions, who leave for package deals at Telus or Rogers 

 Postpaid subscriptions (contracts) have substantially higher revenues than prepaid phones 
 
DATA AND ANALYSIS 

 
Exhibit 1: Candidate should notice that the three leading companies form an oligopoly controlling 
around 90% of the Canadian market. In addition, Wind Mobile has below a 10% market share, so 
the government regulations will not prevent Verizon from acquiring it. 
 
Exhibit 2: Wireless presents the greatest opportunity in the short term as it is already the largest and 
is growing considerably faster than the rest of the market. Over time, internet and data will become 
more important parts of the market while wired voice and private line will become less important. 
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Since Verizon is entering the wireless segment of the market, this move will put considerable 
pressure on Bell’s short and long-term profitability 
 
Exhibit 3: The market is nearly saturated as over 99% of households have either a wireless or wired 
connection. However, there are three important trends to note. First, wireless penetration varies 
more widely over the distribution of income. Second, wired connections still outnumber wireless 
connections, despite their lower share of industry revenue. Finally, lower income households are far 
more likely to have only wired or wireless connections, while high income households tend to have 
both. Thus in the low income market, Bell should focus on converting more customers to wireless 
connections since it earns a higher revenue per subscription. In the high income market, they should 
leverage their full range of services to defend against Verizon’s entry (since they can only offer 
wireless phone subscriptions). 
 
Exhibit 4: Bell’s ARPU is lower than both of the competitors and the cost of acquisitions as well as 
churn are both higher than the average. Thus Bell can improve its profitability by raising ARPU, 
lowering the cost per acquisition and lowering churn. If the candidate asks why ARPU is lower, ask 
them to make some suggestions themselves. When they suggest a different rate of data 
usage/different breakdown of subscriptions, give them exhibits 5 and 6. 
 
Exhibit 5: The candidate should check to see if there are significant differences in the proportion of 
postpaid versus prepaid subscribers. In this case, the differences are negligible and thus provide no 
insight on revenue differences 
 
Wireless Subscribers (millions of subscribers) 
Company  Prepaid  Postpaid Postpaid % of Total 
Rogers   1.5   7.9   84.0% 
Telus   1.1   6.6   85.7% 
Bell   1.2   6.5  84.4% 
 
Exhibit 6: The number of smartphone subscriptions is lower at Bell than at the other two 
companies. This disparity is the explanation of Bell’s lower ARPU, as they are not converting low 
revenue customers to high revenue smartphone subscriptions at as fast of a rate as their 
competitors. 
 
CONCLUSION 

 
1. Verizon presents a significant threat to the industry as wireless communication is the most 

lucrative segment in the near future. 
2. To mitigate this threat, Bell needs to increase the number of customers on multi-service 

contracts, which Verizon cannot yet offer. This will allow help to reduce the costly high 
churn rate. 

3. In addition, Bell should focus on converting low income customers to wireless subscriptions 
and upgrading high income customers to smartphone subscriptions, which should allow 
them to reach the same per customer revenue as their competitors. 

4. Finally, they should closely monitor their advertising spending to ensure it is used effectively 
to avoid driving up acquisition costs. 
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EXHIBIT 1 

 
Canadian Market Breakdown – Number of Wireless Subscribers 
 

1. Rogers  9.4 million 
2. Telus  7.7 million 
3. Bell  7.7 million 
4. SaskTel  600,000 
5. Wind  600,000 
6. ManitobaTel 500,000 

 
* Entire Canadian Telecom market has approximately 27.5 million wireless subscriptions 
 
 
EXHIBIT 2 

 
Canadian Telecommunications Market – Size and Growth Rates 
 
  Size  Percentage of Market CAGR 
All Telecom 42.7 billion 100%    0.4% 
 
Wireless 19.2 billion 45%    7.1% 
 
Wired Voice 12.0 billion 28%    -3.7% 
 
Internet 7.3 billion 17%    6.4% 
 
Data  2.6 billion 6%    12.4% 
 
Private Line 1.6 billion 4%    -4.3% 
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EXHIBIT 3 

 
Market Penetration Rates (%) by Income Quintiles 
 

Income 
Quintile 

Wireline Wireless 
Wireline 
and/or 
wireless 

Wireline 
Only 

Wireless 
Only 

First 82.2 54.9 97.3 42.4 15.1 
Second 85.7 71.1 99.7 28.6 14.0 
Third 89.3 82.0 99.8 17.8 10.5 

Fourth 93.1 89.7 99.9 10.2 6.8 
Fifth 95.3 93.5 100.0 6.5 4.7 
All 

Households 
89.1 78.2 99.3 21.1 10.2 
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EXHIBIT 4 

 
Wireless Industry Profitability Data – Commonly Used Metrics 
 
  ARPU*  COA**  Churn*** 
Rogers  $60.48   $370   1.2%    
Telus  $60.04   $389   1.1% 
Bell  $55.92   $404   1.7% 
 
* ARPU refers to the average revenue per user 
** COA is the cost of acquisitions, which is the total cost (selling, setup and COGS) of acquiring 
one new wireless subscriber 
*** Churn is the percentage of subscribers that leave the company on a monthly basis 
  



QCA Case Interview Preparation Sessions | Case Book           

 

QCA Case Prep Guide, September 2015: Case Section | 32 

EXHIBIT 5 

 
Wireless Subscribers (millions of subscribers) 
 
Company  Prepaid Subscriptions  Postpaid Subscriptions 
Rogers   1.5     7.9  
Telus   1.1     6.6  
Bell   1.2      6.5 
 
EXHIBIT 6 

 
Smartphone Activations for Q1 2013 
 
Rogers  250,000 
Telus  260,000 
Bell  210,000 
 
* Smartphone activations is the sum of new smartphone subscribers and existing subscribers 
converted to a smartphone subscription 
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AMERICAN AIRLINES – QUESTION/INTRODUCTION 

 
Your client is American Airlines. As you may know, competition is fierce among the major airlines, 
with prices being driven steadily downward. After a year of weaker than average growth, they have 
hired our firm to devise a set of strategies for growth. 
 
Extra: Assume management’s goal is profitable revenue growth, rather than cost cutting. 
 
NOTES FOR INTERVIEWER 

 
This is a qualitative version of a growth strategy case. There is only one calculation in the case and 
fairly limited quantitative data. The goal for the candidate should be to generate a wide range of 
suggestions rather than look to dig very deeply into one particular suggestion. Only give Exhibit 4 if 
the candidate notes that for routes served by few competitors, the company could raise prices. In 
addition, encourage them to make assumptions where necessary. However, they should look to gain 
insights from the qualitative data presented in the Exhibits, but these are not exhaustive of all 
possible solutions. 
 
ADDITIONAL INFORMATION 

 
Only give if requested: 

 Pricing handled by computer system – currently based on class of seat (first, business, 
economy class) and time to flight – all inclusive in ticket price 

 Market highly fragmented overall as there are over ten competitors in the market, each of 
which holds a relatively small share (no dominant player) 

 However, many routes are only served by 1 – 2 companies 

 There are two major segments in the air transportation market: vacationers and business 
travelers. 

 Business travelers make up a slight majority of business class seats and a vast majority of first 
class seats. Essentially all economy class seats are taken by vacationers. 

 For Exhibit 4, assume the variable cost with filling a seat is negligible 
 
DATA AND ANALYSIS 

 
Any solution should look at all possible areas of revenue growth: price and volume. Within price, 
they should likely rule out pure price increases due to the competitiveness of the market. However, 
one potential solution would be unbundling the ticket price (IE baggage check-in, snacks, etc. are 
extra, rather than part of the ticket price). In addition, they should note that vacationers are much 
more price sensitive, thus these strategies will be more effective in economy class and potentially 
business class. 
 
For volume, they should examine ways to increase the number of customers, both by taking 
customers away from competitors and inducing new customers to enter the market. Also, they 
should look at ways to increase the number of flights per customer. One suggestion would be a 
loyalty program as this would increase the number of flights per customer and make them less likely 
to defect to a competitor. 
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From Exhibit 1, the candidate should notice that quality of service is highly important to business 
travelers and thus this could provide a competitive advantage. 
 
From Exhibit 2, the candidate should notice that the airplanes are almost fully booked during the 
winter season (typical vacationing season) and relatively empty during the summer. Thus a strong 
suggestion would also include some way to boost summer sales. 
 
Finally, from Exhibit 3, they should notice that unbundling the baggage cost from the ticket price is 
likely to increase sales (as stated earlier) and that improving the company’s listing on comparison 
websites will make them more likely to reach the proportion of consumers who use these sites. 
 
From Exhibit 4, since variable costs are negligible, the candidate should look to maximize revenue. 
First, they should find the number of seats occupied and then multiply by price per seat to find : 
 
Occupancy Rate % Actual Seats Occupied  Price Per Seat  Revenue 
 100%   200          400  $80,000 
 90%   180          500  $90,000 
 80%   160          600  $96,000 
 70%   140          700  $98,000 
 60%   120          800  $96,000 
 50%   100          900  $90,000 
 
Thus revenue is maximized at a price of $700 and an occupancy rate of 70%. If the candidate has 
seen Exhibit 2, a very strong point to raise is that occupancy is not constant over the course of the 
year. However, 70% appears close to the average over the year, so they could argue that this result 
makes sense as an average figure. 
 
These suggestions are not exhaustive of possible suggestions, any ideas that make sense in the highly 
competitive and price-sensitive air travel market are acceptable. 
 
CONCLUSION 

 
1. First, the company could look to lower its listed price by making some of the additional 

services into an extra charge, thus capturing the price-sensitive vacation market. 
2. Next, they should boost the quality of their service for the first-class seats, which will 

provide sustainable differentiation over the competitors. 
3. Finally, we should look into loyalty programs to boost overall sales and discounts or package 

deals with resorts during the summer months to boost sales in the typically under-booked 
summer. 
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EXHIBIT 1 
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EXHIBIT 2 
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EXHIBIT 3 

 
Price Sensitivity Survey – Percentage of Respondents Agreeing With Following Statements: 
 

  
 

  
  

Yes
60%

No
40%

"I would take a worse 
departure time if  it was 

cheaper"

Yes
80%

No
20%

"I would reduce my amount 
of  baggage if  that reduced 

the price"

Yes
15%

No
85%

"I would take a layover 
overnight to save money"

Yes
55%

No
45%

"I use discounting services 
such as comparison websites 

when choosing my flight"
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EXHIBIT 4 

 

 
 
*Assume the capacity of American Airlines’ domestic flights is 200 seats 
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BIG YELLOW BUSES – QUESTION/INTRODUCTION 
 

 
Big Yellow runs a fleet of school buses, which they run by charter for several schools in the GTA. 
Currently, annual revenues are $200 million. However, during a recent shareholders’ meeting, the 
CEO promised to deliver revenue growth to $300 million during the upcoming year. Since the core 
business is only projected to grow at about 5%, you’ve been hired to investigate other sources of 
growth. 
 
NOTES FOR INTERVIEWER 

 
This is a growth strategy case. One important thing that the candidate should do is keep track of the 
financial impact of each of the growth strategies identified to ensure they meet the $100 million 
target. Since they’ve been told their core business will grow by 5% ($10 million), there are two main 
sources of growth they should investigate to make the other $90 million. First, they should look to 
grow organically by offering new services to a new market, which leads to the shuttle bus portion. 
Second, they should look to acquire a company to enter the coach bus market. 
 
ADDITIONAL INFORMATION 

 
Only give if requested: 

 We are the fastest growing company in the industry (with sales above $50 million). 

 Customers are district school boards and some private schools. 

 Contracts are won through a competitive bidding process. 

 Assume Big Yellow cannot improve bidding strategy in any way that will push growth above 
5%. 

 The company has up to $50 million that it can use for investment, but cannot spend more 
than this amount for any reason. 

 School buses are used from 7AM to 10AM and 2PM to 5PM on weekdays only. 

 The school year is 40 weeks long. 

 The company will charge an average of $70/hour to the school boards next year. 

 If they were to enter the senior shuttle bus industry, they could fill the remaining hours 
between 7AM and 5PM on weekdays at a rate of  $35/hour at no extra cost 

 For acquisitions, Big Yellow takes into account current and future sales multiples 
 
DATA AND ANALYSIS 

 
First, the candidate should calculate that the company needs $100 million in total revenue growth. 
The core business will grow 5%, which gives $10 million in new revenue. So the company needs to 
expand to earn the remaining $90 million. 
 
Senior Shuttle Bus – Organic Growth 
First, find the number of buses that the company owns 
# of buses = Total Revenue/(Price/hour * hours/day * days/week * weeks) 
# of buses = $210 million / ($70 * 6 * 5 * 40) 
# of buses = $3 million /1200 
# of buses = 2500 buses 
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Note that this is for next year, thus revenues are $210 million, not $200 million 
 
Now: new revenues = # of buses * price/hour * hours/day * days/week * weeks 
The buses can operate from 10AM to 2PM on weekdays of the school year 
Revenues = 2500 * $35 * 4 * 5 *40 
Revenues = $70 million 
 
This leaves $20 million in new revenues to be earned. 
 
Coach Bus – Inorganic Growth 
The candidate should notice that Deluxe Bus costs more than the $50 million capital constraint, thus 
it cannot be bought and should be disregarded. 
 
Next, currently Coach4You is at a 1.33 (4/3) Price/Sales multiple, while FirstCoach is at a  1.43 
(10/7) multiple. Thus today, Coach4You is the better buy. 
 
However, after five years, C4Y’s sales will be $42 million (30 million * 1.4), implying a 0.95 (20/21) 
multiple, while FC will be at $56 million (35 million * 1.6), which is a sales multiple of 0.9 (25/28). 
 
Either acquisition can be justified depending whether the candidate weights next year sales or 
growth more heavily. 
 
CONCLUSION 

 
1. To meet the growth target, the client will need to offer new services within their current 

business and acquire another company. 
2. First, they should offer a shuttle bus service to seniors during the downtime between when 

the buses are used by the school boards as this will add $70 million to revenues 
3. Next, they should acquire FirstCoach as their $35 million in projected sales for next year will 

allow Big Yellow to meet the $100 growth target and its higher growth will make it more 
attractive in the long term. 
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EXHIBIT 1 
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EXHIBIT 2 

 

 
 
*Percentages represent total 5-year growth rates. 
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CAE’S SIMULATORS – QUESTION/INTRODUCTION 

 
Your client is CAE Inc., a Canadian manufacturer of flight simulators for private airlines and several 
countries’ militaries. However, growth in this market has begun to slow, especially in the military 
segment. The CEO has hired you to devise a strategy to put them back on the path of growth. 
 
Extra: The CEO wants to focus on ways to profitably grow revenues, rather than cutting costs. 
 
NOTES FOR INTERVIEWER 

 
This case is a classic growth strategy case. As the candidate should state in their structure, growth 
can come from three areas: selling more of the same products to current customers, creating new 
products for current customers and finding new customers. Once they establish that they cannot 
grow sales any further in the current market, they should look at both new products and new 
markets. In each of these categories, there is a quick calculation to solve relating to the market. 
 
ADDITIONAL INFORMATION 

 

 Civil flight simulators growing at 3% CAGR – CAE growing at 5% 

 Military flight simulators declining at -10% CAGR – CAE declining at 8% CAGR 

 Better than market growth rates attributable to CAE’s brand name 

 Market research indicates we will not be able to increase growth rates any further 

 Four segments have expressed interest in simulators designed by CAE: medical, 
architectural, geological and electrical. 

 CAE has resources to enter two of the four new segments at most. 

 Assume that the costs of serving the segments are the same and entering one segment only 
will cost the same as entering two -> just maximize revenues 

 Current clients would be willing to pay $500 monthly fee for training service 

 Cost of training services: $100 labour/customer/month, $500,000 machines – depreciated 
over 10 years, $100,000 for marketing and $90,000 for administration 

 
DATA AND ANALYSIS 

 
In the new customers portion, the candidate should find the combined revenues of all of the options 
available to CAE in order to find the one that maximizes revenues. All of the choices are listed 
below, which can be found by adding together the two revenues for each pair: (as a hint, pairs are 
found as the reflection across the diagonal from top-left to bottom-right) 
 
New Markets Annual Revenues (000s of $) 
 
Medical alone: $1100  Architectural alone: $1720  Geological alone: $1600 
Electrical alone: $1750  Medical/Architectural: $995  Medical/Geological: $1565 
Medical/Electrical: $1420 Architectural/Geological: $1775 Architectural/Electrical: $1350 
Geological/Electrical: $1735 
 
The best option for CAE is to enter the Architectural and Geological segments  
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In the new products portion, have the candidate do a break-even calculation to find the minimum 
number of customers needed to break-even. 
 
Price = $500/customer/month = $6000/customer/year 
Labour = $100/customer/month = $1200/customer/year 
Gross Margin = $4800/customer/year 
 
Machines cost $500,000 and depreciated over 10 years, so annual depreciation charge is $50,000 
Marketing = $100,000/year 
Admin = $90,000/year 
Fixed costs = $240,000/year 
 
BEP = $240,000/$4800 = 50 customers 
 
CONCLUSION 

 
1. Since our client cannot grow by selling more of its current product, it needs to pursue two 

avenues of growth: new products and new customers. 
2. First, as long as at least 50 of its customers will purchase aviation training, the company can 

profitably expand by offering this service 
3. Second, the company should enter the architectural and geological segments, which will add 

$1,775,000 to annual revenues. 
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EXHIBIT 1 

 
Projected Annual Revenues for New Segments (000s of $) 
 
        If Also Enter: 
     Medical Architectural Geological Electrical 
   Medical 1100  575  715  880 
Revenues  Architectural 420  1720  800  660 
Expected In:  Geological 850  975  1600  1075 
   Electrical 540  690  660  1750 
 
*Top-left to bottom-right diagonal represents revenues if enter only that one segment, not two. 
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KEEPING THE COMPANY INTACT – QUESTION/INTRODUCTION 

 
Your client is Intact Financial, a leading Canadian insurance company. Growth in insurance 
premiums has been slow and with investment returns at all-time lows, they gave been feeling 
increasing pressure. You’re working for the insurance division and have been tasked with devising a 
strategy to grow the gross premiums earned by Intact. 
 
Extra: Gross premiums represents the total insurance premiums taken in by Intact Financial, thus it 
can be thought of the gross revenues of offering insurance policies. 
 
NOTES FOR INTERVIEWER 

 
This is a growth strategy case. Since the case question explicitly instructs the candidate to focus on 
growing insurance premiums, they should disregard the possibility of offering new products other 
than insurance. Therefore, there are only two possibilities to grow the amount of insurance 
premiums earned: selling more insurance to segments we currently serve (either through acquiring 
customers from competitors or raising revenue per customer) or finding new segments. Allow the 
candidate to explore both, but direct them to entering a new segment, particularly the specialized 
segment. This will lead them to the pricing calculations and a conclusion to the case. 
 
ADDITIONAL INFORMATION 

 
Only give if requested: 

 Total amount of premiums written in Canada in 2012: $50 billion. 

 Top five firms in the industry have a combined 40% market share, the top 10 have 60% 

 Intact has a 15% market share, is the largest company and is twice as large as the next largest 

 The insurance market is split into 5 areas: automobile (47% of market), property (19% of 
market), commercial (14% of market), liability (11% of market) and specialty (9% of market) 

 The annual growth rates are as follows: automobile: 1%, property: 1%, commercial: 5%, 
liability: 8% and specialized: 10% for a combined growth rate of 3%. 

 Intact currently operates in automobile, property, commercial and liability insurance. 

 They have four distribution channels: independent brokers, belairdirect (property), Grey 
Power (automobile) and BrokerLink (online direct sales platform). 

 Customers in specialized insurance are looking for high-quality service tailored to their 
specific needs at a competitive price. 

 
DATA AND ANALYSIS 

 
Once the candidate realizes they should enter the specialty insurance market, they should perform 
the following calculations to determine the best pricing and distribution strategy 
 
Gross Premiums Calculation 
     High   Medium  Low 
Policies Written   60,000   100,000  250,000 
Multiplied by: Price per Policy  $6000   $4000   $2000 
 
Equals: Gross Premiums Earned $360 million  $400 million  $500 million 
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Profitability Calculation (in millions of $) – Note that there are nine possible outcomes 
 
   High Price/Brokers Medium Price/Brokers  Low Price/Brokers 
Gross premiums 360   400    500 
Commissions  90   100    125 
Variable Costs  0   0    0 
Gross Margin  270   300    375 
Fixed Costs  150   150    150 
 
Net Profit  120   150    225 
 
   High Price/Subsidiary Medium Price/Subsidiary Low Price/Subsidiary 
Gross premiums 360   400    500 
Commissions  0   0    0 
Variable Costs  60   100    250 
Gross Margin  300   300    250 
Fixed Costs  250   250    250 
 
Net Profit  50   50    0 
 
   High Price/BLink Medium Price/BLink  Low Price/BLink 
Gross premiums 360   400    500 
Commissions  36   40    50 
Variable Costs  30   50    125 
Gross Margin  294   310    325 
Fixed Costs  100   100    100 
 
Net Profit  194   210    225 
 
Clearly, Intact should price low as this both maximizes the amount of gross premiums earned and 
maximizes profits. However, there is no clear answer between using brokers or BrokerLink. Let the 
candidate argue in favour of one, then regardless of which they picked, tell them they should have 
chosen the other. Either say that the nature of the product will require the expertise of brokers to 
sell (as a specialized product) if they want to use BrokerLink, or that outsourcing to brokers gives up 
too much control of the product during the vital market entry stage if they want to use brokers. 
 
CONCLUSION 

 
1. To boost the gross premiums earned by Intact, they should enter the specialized insurance 

market as it is growing at 10%, compared to the average of 3% for the industry. 
2. They should price their product low as this will generate the highest amount of gross 

premiums, which can be used to earn investment returns and also the highest profits. 
3. Finally, they should use independent brokers to sell the product as this will allow the 

insurance policies to be better tailored to each customer’s needs and the risk of losing 
control is not high as Intact has had a long history of business with its broker network. 
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EXHIBIT 1 

 
Proposed Pricing Strategies for Specialty Insurance 
 
   High   Medium  Low 
Price (per year)  $6000   $4000   $2000 
 
Policies Sold  60,000   100,000  250,000 
 
 
 
EXHIBIT 2 

 
Proposed Distribution Strategies for Specialty Insurance 
 
 
    Brokers  Subsidiary  BrokerLink 
Commission on Sales  25%   0%   10% 
 
Variable Cost/Policy Sold $0   $1000   $500 
 
Annual Fixed Cost  $150 million  $250 million  $100 million 
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MTS LEAVES MANITOBA – QUESTION/INTRODUCTION 

 
Your client is Manitoba Telecom Services (MTS), a regional telecommunications provider. They 
recently sold Allstream, their national business internet provider, for $520 million and are looking to 
use this cash to accelerate growth for the company. How could they accomplish this? 
 
NOTES FOR INTERVIEWER 

 
Since the goal of the case is growth, the candidate should be looking for ways to either raise the 
revenue per customer or the number of customers. There are two paths that the candidate is 
expected to follow while solving the case. First, although they will find that they cannot directly 
increase the rate of customer acquisitions, they can increase the number of customers retained in the 
long term by lowering the churn rate (the percentage of customers who leave the company each 
month). Once they establish that customer service is the problem, they should systematically look 
through each contact point between the customer and company and suggest improvements that 
MTS could make. Second, to boost the ARPU, the candidate should look at the wireless spectrum 
auction and decide what MTS should bid for the licenses.  
 
*Note that ARPU is a monthly figure 
 
ADDITIONAL INFORMATION 

 
Only give if requested: 

 MTS has 600,000 wireless subscribers, making it the 4th largest wireless provider in Canada. 

 ARPU (average revenue per user) is $45, versus $60 at the big 3 carriers (Rogers, Telus and 
Bell). 

 The lower ARPU is from lower pricing power as MTS must offer a discount to compensate 
for the inconvenience of its regional network, versus the big 3’s national networks. 

 Churn is 2% per month versus the big 3’s 1.5%. 

 Customer relations seen as the major driver of churn – customer service seen as being even 
worse than at one of the big 3. 

 There is a wireless spectrum auction being held for Ontario spectrum licenses for the GTA. 

 If MTS were to win the auction, it would increase its ARPU for all existing customers to $47 

 In addition, it would gain 50,000 new customers at $50 ARPU. 

 The annual upkeep on the new wireless network would be $400,000 

 MTS has a corporate discount rate of 11% 
 
DATA AND ANALYSIS 

 
First, in order to lower churn (which over time will have the same effect as acquiring new 
customers), the candidate should look at all possible interaction points between the company and 
customer. Some potential areas are: initial sales, secondary sales (either marketing by the client or the 
customer wanting to change their services), billing (ease of payment), and service/assistance 
(helplines, repairing broken phones etc.). This is not an exhaustive list and the candidate should use 
be structured in identifying contact points and creative when suggesting improvement. 
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Second, when looking at the value of the wireless spectrum, they should calculate the NPV of the 
spectrum. The incremental revenues come from two places. First, the company gains $2 per month 
per existing customer, which is a total of $1.2 million per month. Next, it gains $50 per month for 
50,000 new customers, for a total of $2.5 million per month. Now, $3.7 million per month for 12 
months gives $44.4 million for the year. Finally, deducting the $400,000 annual fixed cost means that 
profits on the new wireless spectrum will be $44 million per year. 
 
At a 11% discount rate, the NPV of the wireless spectrum license is $400 million.  
 
CONCLUSION 

 
1. We determined that there are two main avenues of growth available to MTS: increasing 

customer service to reduce churn and acquiring an Ontario spectrum license. 
2. First, the company should bid $400 million in the current auction for the Ontario spectrum 

license as this will allow the company to expand its network and charge higher fees to its 
current customers. 

3. Second, the company should invest the remaining $120 million towards several measures to 
improve the overall customer experience and thus reduce churn, such as: automated billing, 
better use of customer data to tailor sales pitches and training for sales staff. 
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A NEW NIGHTCLUB – QUESTION/INTRODUCTION 

 
Times have been a bit rough for your consulting practice and as such, you have been looking for any 
business you can find. One day, an investor comes to you asking for help assessing the viability of 
bringing a new nightclub to the Kingston market. What do you tell your new client? 
 
NOTES FOR INTERVIEWER 

 
This market sizing case tests different skills than the typical case. Since the context will be familiar to 
many candidates, they will need to apply their business sense to the context, in order to come up 
with a logical solution. As they should have some intuition about what the data will be, push them to 
come up with potential answers to their questions themselves before giving them the correct answer. 
In total, they should look at the market size, customers and competition before delving into the 
profitability of the business itself. They should work through the base revenue case (all cover is $5) 
before looking at alternate pricing strategies. 
 
ADDITIONAL INFORMATION 

 
Only give if requested: 

 Queen’s University has 15,000 undergraduate students, of which 8000 are female and 7000 
are male. 

 Competition comes from Ale House (two-floor nightclub that tends to take most of the 
conference social business), Stages (dance club that occasionally brings in bigger name 
musicians to drive business on slow days), The Spot (low-cost nightclub) and Alfies (the 
student nightclub – on campus and with no cover). 

 The total floor space of the building your client owns is 6000 square feet of which 1/3 is 
taken up by office space, the bars and other unusable space. 

 Maximum capacity is set at 1 person per 10 square feet of usable space. 

 Assume the nightclub reaches capacity at 12:00 AM (midnight). 

 Over every half-hour after midnight, 100 people will leave and be replaced by a different 100 
people, until the nightclub closes at 2:00 AM. 

 The average person coming through the nightclub will purchase two shot-equivalents in a 
night. (A shot equivalent is either a shot of alcohol or a mixed drink containing one shot.) 

 Bottles of alcohol purchased by the club cost an average of $10 per bottle and contain 25 
shots each. 

 Cover for the nightclub is initially set at $5 per person and alcoholic drinks cost $5 per shot-
equivalent. 

 
After solving initial profitability calculation: 

 Two alternative pricing strategies have been proposed: 

 The first is to have free cover before midnight. Thus all people who arrive before midnight 
will not pay cover. However, since they arrive earlier, they will also purchase one extra shot 
on average. 

 The second is to have cover charge for girls discounted to $2. If this occurs, 300 of the 
nightclub goers will be female and 500 will be male. Girls will also choose to purchase an 
additional shot on average over the course of their time at the club. 
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DATA AND ANALYSIS 

 
First, the candidate should solve for the capacity of the nightclub, as this will allow them to 
determine how many people go through the nightclub in one night. Since 1/3 of the available space 
does not count towards the capacity limit, the space that patrons can occupy is the remaining 4000 
square feet. At 10 square feet per person, the club has a maximum capacity of 400 people. 
 
To find the nightly throughput of the club, start with the 400 people who are in the club at 
midnight. Over each of the next 4 half-hours, 100 will leave and be replaced by a new 100 people. 
Therefore, the club serves 800 people over the course of one night. Since the cover charge is $5, the 
club earns $4000 in cover. 
 
Next, if each patron drinks an average of two shots, there are 1600 shots purchased in total. At $5 
per shot, the alcohol revenue is $8000 per night, for a total revenue per night of $12,000. 
 
Finally, there are 25 shots in one bottle of alcohol. Therefore, the club must go through 64 bottles 
of alcohol per night. At $10 per bottle, their costs will be $640 per night. As such, their nightly 
profits will be $11,360. 
 
The first alternate pricing strategy is that cover is free before midnight, but these patrons will buy an 
extra shot during their time at the club. Since both cover and a shot are $5, the net effect on 
revenues is zero. However, since 400 more shots will be consumed in a night, costs will rise by $160 
(16 extra bottles). Therefore, this strategy earns lower profits than the base case. (Net profits are 
$11,200.) 
 
The second alternative strategy is that girls pay only $2 cover, but also buy an extra shot. Each girl 
will therefore spend $2 extra per night ($3 less on cover, $5 more on alcohol). Since there are 300 
girls passing through the club in a night, the net effect on revenues is $600. Also, 300 more shots 
will be consumed in a night, so the club will go through 12 more bottles, so costs will rise by $120. 
Therefore, the net gain in profits will be $480, to a nightly total of $11,840. 
 
Once they get this, ask them how they would market the club. They should recognize that 
they cannot directly advertise on campus, so they must think of other ways to reach 
students. 
 
CONCLUSION 

 
1. From our analysis, it would be possible to open a new nightclub in Kingston. 
2. Using a simple pricing strategy of $5 cover, the club will earn $11,360 per night in profits. 

However, if the club were to offer cheaper cover to girls, they would be able to boost their 
profits to $11,840 per night. 

3. Finally, to break into the competitive market, we recommend the client brings in a well-
known act for their grand opening party in order to attract students when they don’t yet 
know the name of the club very well. 
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CALLING THE TTC – QUESTION/INTRODUCTION 

 
One of the main factors that drives customer retention in the telecom market is coverage: 
companies that can boast that they receive a signal everywhere have much lower churn than their 
competitors. As such, you are working for Rogers Wireless, who wants to build a wireless network 
that will offer full coverage in the TTC Subway. How would you evaluate this proposal? 
 
NOTES FOR INTERVIEWER 

 
This is a market entry case with a few twists. However, the overarching structure should not be 
significantly different from any typical market entry. First, the candidate should get an estimate of 
the size of the market: in this case, the daily number of travellers on the TTC. Second, they should 
get a sense of the qualitative factors surrounding the market as this will help them evaluate whether 
customers will accept the price increase necessary to make this work. Third, they should do a break-
even calculation to establish what price increase is necessary to make this move profitable. Finally, 
they should see if there are any operational issues and brainstorm ways to avoid them. 
 
ADDITIONAL INFORMATION 

 
Only give if requested: 

 Population of Toronto is 3 million people 

 Rogers has a 40% market share, Telus and Bell have about a 25% market share each. 

 Companies tend to offer heavy discounts to entice people into contracts 

 Market growing at 5% CAGR 

 Customers relatively price sensitive, but value coverage and service even more highly 

 Companies are highly profitable and generate a large amount of free cash flow, thus we can 
assume Rogers will fund this investment from internal cash (no debt or equity financing 
needed) 

 Assume Rogers market share of TTC riders is the same as its overall market share 

 Rogers will need to invest $1 million in equipment per kilometer to build the wireless 
network 

 The TTC subway is 40 km long 

 Rogers must also pay a one-time fee of $20 million and an additional annual fee of $1 million 
to the TTC for the use of their property. 

 Rogers is looking to pay back the investment over 4 years 

 Rogers can only install its equipment during scheduled TTC track repairs 

 Rogers has 8 million Canadian subscribers 
 
DATA AND ANALYSIS 

 
1. Market Sizing – The correct number of daily riders on the subway is about 1 million. Assuming 
that each person rides the subway an average of 2.5 times per day (once to work and once home, 
plus some additional rides and/or transfers for some people), there will be 400,000 different people 
who take the subway each day. Allow the candidate to do the market sizing however they like, but 
give them these correct figures before moving on. (Remember that the goal is to find the number of 
different people who use the subway, not the total number of riders in a given time period). 
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Sample Market Sizing 
I know that the subway comes approximately every 4 minutes on average. So there are 15 trains each 
hour on one line. Let’s assume that the TTC operates for 20 hours per day, which means that there 
will be 300 trains per line in one day. Moving on, there are 3 main lines for the subway, so there will 
be 900 trains in one day. Now I know one train is fairly long, let’s assume that it’s 20 cars long and 
each car seats 50 people. Thus each train transports 1000 people in one run. Therefore, there will be 
approximately 900,000 riders of the TTC in one day. However, most people will take the subway 
twice each day as they need to get into and back out of town, so the number of different people 
taking the subway is only 450,000 
Note that even though this candidate did not reach the precisely correct answer, they were 
close and their process was logical, so the answer is completely acceptable for this portion. 
 
BEP Analysis 
Rogers must make two one-time payments: the equipment investment of $40 million and the TTC 
fee of $20 million. Spreading this over 4 years gives an annual charge of $15 million. In addition, 
they pay $1 million as an annual TTC fee, for total annual costs of $16 million. 
 
Since there are 400,000 riders of the TTC and Rogers has a 40% market share, Rogers has 160,000 
users who take the subway. To break even, each of these users must pay an extra $100 per year 
($8.33 per month). 
 
Once the candidate reaches this number, ask them what they think. They should realize this is 
likely too high as few consumers will pay $8 per month. Ask them how Rogers might reduce this 
figure or if there is anything we are forgetting in the analysis. The three things to look for are: 
partner with one of the other carriers to split the costs, spread the cost across all Rogers subscribers 
Canada-wide and that Rogers will save on the cost of acquiring subscribers as fewer customers will 
leave due to the better service. Tell them that partnering with one of the other firms will cut all costs 
in half. For cost of acquisitions tell them if Rogers goes alone, it will save $8 per user that takes the 
subway per month, or $2 per user that takes the subway per month if it partners with another firm. 
 
Partnering: All costs are cut in half, Rogers can only collect revenues from its own subscribers, so 
volumes are unchanged, thus the break-even price falls by half to $4.16 per month ($50 per year). 
Spreading the Cost: Total annual costs are $16 million across 8 million subscribers, so each one 
must pay $2 per year (17 cents per month). 
Cost of Acquisitions: If Rogers goes alone, the savings lower the break-even price by $8, which 
means prices will need to rise by only 33 cents per month ($4 per year). If it partners, the break-even 
price is $2.17 per month ($26 per year). 
 
CONCLUSION 

 
1. There is a substantial market for wireless service in the TTC subway as 160,000 Rogers 

subscribers ride the subway each day. 
2. Although we initially thought partnering would be a good alternative, we realized that Rogers 

should pursue this project alone to reap the full benefits to customer loyalty. 
3. Since Rogers can only install their equipment during track repairs, we should start the project 

in high-traffic areas, like downtown and expand as we are able to gain an early foothold with 
business users, who are likely to make heavy use of the service. 
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DIAMONDS ARE FOREVER – QUESTION/INTRODUCTION 

 
Our client, Forever Diamond, has been in the diamond industry for over 50 years. To date, all of 
their mining initiatives have been in Central and Southern Africa, but Forever Diamond is now 
looking to enter the Canadian diamond market. You have been hired to determine how this can be 
accomplished. 
 

Extra: They are looking to enter both the mining and retail sectors in the Canadian market. 
 

NOTES FOR INTERVIEWER 

 
Although this is a market entry case, the candidate should notice from the phrasing of the question 
that the case is not about if they should enter the market, but rather how they should enter the 
market. As such, they should think about the operations of a diamond company: in particular, as 
prompted by the extra information, they should look at the mining portion and the retail portion. 
Within each portion, there is a calculation to choose the best option for the client. At the conclusion 
of the case, there is an open-ended branding question that should force the candidate to think 
creatively. 
 
ADDITIONAL INFORMATION 

 
Only give if requested: 

 The goal in the mining sector is to maximize the absolute probability of finding diamonds. 

 The client’s goals in the retail sector are: maximize cash on hand at the end of year 1, and 
achieve the best return on investment in terms of year 5 revenues. 

 They have a budget of $250 million for the mining investment and there is no benefit to 
spending below this budget. They also have a budget of $300 million for the retail market 
and money not spent out of this budget will be counted as cash on hand at year-end. 

 Competition in the Canadian diamond retail market is very intense – market research shows 
that there isn’t room for a new retailer to enter the space. 

 There are three available diamond mines that the client could purchase: the Yellowknife 
mine, the Whitehorse mine and the Watson Lake mine. 

 The Yellowknife mine costs $200 million and has a 50% chance of finding diamonds, the 
Whitehorse mine costs $210 million and has a 55% chance of finding diamonds, and the 
Watson Lake mine costs $220 million and has a 60% chance of finding diamonds. 

 There is equipment available to help at finding diamonds: excavators and seismic sensors. 

 Excavators cost $30 million and raise the probability of finding diamonds by 10% (10 
percentage points), and seismic sensors cost $50 million and raise the probability of finding 
diamonds by 25% (25 percentage points). 

 In the retail market, the company has identified three potential acquisition targets: People’s 
Diamonds, Ben Moss, and W.K. Chan. 

 People’s Diamonds will cost $250 million, has $225 million in year 1 revenues and will have 
a 5-year total sales growth of 20%. 

 Ben Moss will cost $275 million, has $275 million in year 1 revenues and will have a 5-year 
total sales growth of 20%. 

 W.K Chan will cost $300 million, has $290 million in year 1 revenues and will have a 5-year 
total sales growth of 10%. 

 



QCA Case Interview Preparation Sessions | Case Book           

 

QCA Case Prep Guide, September 2015: Case Section | 56 

DATA AND ANALYSIS 

 
First, looking at the mining segment, since the company has a $250 million budget, it can purchase 
seismic sensors to complement the Yellowknife mine only, and can purchase excavators to 
complement any of the three mines. 
 
    Yellowknife  Whitehorse  Watson Lake 
Probability (base)  50%   55%   60% 
Equipment Purchased  Seismic Sensors Excavators  Excavators 
Increase in Probability  25%   10%   10% 
Net Probability of Diamonds 75%   65%   70% 
 
Therefore, the best option is to purchase seismic sensors and the Yellowknife mine. 
 
In the retail sector, the company wants to look at both year 1 cash on hand and the return on 
investment. The cash on hand is $300 million, minus the purchase price, plus the year 1 revenues. 
 
    People’s  Ben Moss  W.K Chan 
Cost to Acquire  $250 million  $275 million  $300 million 
Year 1 Revenues  $225 million  $275 million  $290 million 
Cash On Hand   $275 million  $300 million  $290 million 
 
By this first metric, Ben Moss is the best choice. Turning now to ROI, the return is defined in this 
case as the year 5 revenues, divided by the purchase price. 
 
    People’s  Ben Moss  W.K Chan 
Cost to Acquire  $250 million  $275 million  $300 million 
Year 1 Revenues  $225 million  $275 million  $290 million 
Sales Growth   20%   20%   10% 
Year 5 Revenues  $270 million  $330 million  $319 million 
ROI    1.08 (108%)  1.2 (120%)  1.063 (106%) 
 

Again Ben Moss is the best choice. Once the candidate arrives at this conclusion, ask the 
following question: “Although Ben Moss appears to be a good partnership, there will be a 
branding issue. Forever Diamond is a high-end retailer and Ben Moss is a low-end brand in the 
Canadian market. If Forever Diamond does still acquire Ben Moss, what are some ways they could 
align Ben Moss with the Forever Diamond brand?” 
Potential solutions include: change the name and look of the stores, provide a better service, have a 
marketing campaign to establish the new brand and establish partnerships in the community. 
 

CONCLUSION 

 
1. In the mining sector, the client should purchase the Yellowknife mine and seismic sensors as 

this will give them a 75% chance of finding diamonds. 
2. In the retail sector, the client should purchase Ben Moss as it has the highest cash on hand 

for year 1, as well as the best ROI by year 5. 
3. To alter the brand, the company should change the Ben Moss stores to Forever Diamond 

stores, thus altering people’s perception of it, they should also provide better service to 
reinforce their high-end quality. 
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PRICING FOR THE PRICING MACHINE – QUESTION/INTRODUCTION 

 
You are staffed on an internal project for a major international consulting firm. The Marketing and 
Sales Practice has developed an advanced analytical software that is designed to aid the pricing 
decisions for large CPG companies. As the firm works to bring this product to market, they want 
you to design a pricing strategy for their pricing software. 
 
NOTES FOR INTERVIEWER 

 
This case tests the pricing side of market entry. As is typical for pricing cases, there are three areas to 
look at: the cost of production, the value to the customer, and the price of similar offerings by 
competitors. Since the cost of production is negligible, the core of the case is quantifying the value 
of the product to a customer. In addition, they should look at how the market values similar 
offerings by competitors to reach an appropriate price for the product. Last, there are some 
additional questions that test the candidate’s insight and breadth of thinking. 
 
ADDITIONAL INFORMATION 

 
Only give if requested: 

 The software takes data from 5 sources: daily sales, production levels, competitor’s prices, 
production costs, and prices of complements, and calculates demand and supply curves for a 
product to choose the optimal price. 

 In addition, it can automate many routine decisions and changes to save time. 

 Finally, one copy of the software can manage 50 products at one time. 

 Since the product is software, the cost of production is essentially zero. 

 A similar product is offered by another top consulting firm: theirs takes 4 data sources into 
account when calculating demand and supply, is not automated, manages 50 products at a 
time, and is priced at a licensing fee of $600,000 per year. 

 A representative CPG company has $70 billion in annual revenues, spread across 700 brands 
and each brand is made up of an average of 50 products, that sell for an average price of $5 
per unit. 

 
DATA AND ANALYSIS 

 
First, to solve for the number of units sold per product, start with the $70 billion in annual revenues. 
Divide this by 700 brands to get $100 million in annual revenues per brand. Next, divided by 50 
products per brand gives $2 million in annual revenues per product. Finally, divided by the average 
sale price of $5 per unit leaves 400,000 in annual unit sales per product. 
 
Next, find the value of both the client’s product and the competitor’s product in terms of increase in 
expected revenues. 
 
For the competitor: 20% of time: $0.10 * 400,000 = $40,000 and 80% of time: $0.05 * 400,000 = 
$20,000. Taking the probability-weighted average gives: $40,000 * 20% + $20,000 * 80% = $24,000 
per product. Since it can manage 50 products at one time, the increase in annual revenues will be 
$1.2 million. 
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For the client: 20% of time: $0.10 * 400,000 = $40,000, 40% of time: $0.25 * 400,000 = $100,000 
and 40% of time: $0.20 * 400,000 = $80,000. Taking the probability-weighted average gives an 
increase in revenues of $80,000 per product. Therefore, across the 50 products, the total value is $4 
million per year. 
 
As a reference point for pricing, note that the competitor’s is priced at 50% of the value to the 
customer. Just using this benchmark, the software should be priced at $2 million per year. However, 
the candidate could justify a higher price because of the added convenience of being able to 
automate routine tasks. 
 
Next, ask the following question: “Suppose the firm decided to price the product at $2 million. 
Now you know that for software, there are two possible pricing structures: we could either use an 
annual licensing fee or have the software have a one-time purchase price. If the customer has a 
discount rate of 10%, what one-time fee would they consider just as good as the proposed pricing?” 
 
Discounting $2 million at 10% per year gives an equivalent one-time fee of $20 million. 
 
“Great, now what would determine which pricing strategy we would prefer from a financial 
perspective?” 
 
This depends on the consulting firm’s discount rate. If it is higher than that of the customer, they 
would prefer a one-time fee. On the other hand, if it lower than that of the customer, they would 
prefer an annual fee.  
 
For example: $2 million discounted at 20% is $10 million, which is less than the $20 million one-
time fee. $2 million discounted at 5% is $40 million, which is greater than the one-time fee. 
 
“Finally, what other ramifications should the firm consider if it were to choose a one-time fee, rather 
than an annual fee?” 
 
Any answers should focus on the effect of changing the timing of cash flows – two major 
ramifications are that all revenue of this product would be used up quickly under a single fee, 
however if the firm developed a new product, they would not be cutting off an annual fee if the 
customer replaced the older software with the newer one. 
 
CONCLUSION 

 
1. We determined that the annual value of this analytic software to a CPG customer is about $4 

million per year. Given the valuations used by competitors to price their versions of similar 
products, we recommend that the firm price the product at $2 million per year. 

2. In addition, we may also want to examine the discount rates used by both the firm and the 
potential customers as if the firm’s rate is higher, it would make sense to charge a one-time 
fee, instead of an annual fee. 

3. However, there are some additional ramifications dealing with the timing of cash flows, such 
as that all of the revenues of this product will be used up within the first few years. 
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EXHIBIT 1 

 
Comparison of Demand Forecasting Software 
 
 Possible Outcomes 
 
Number of Factors to Estimate Demand Exactly  Probability of Occurrence 
 
4        20% 
 
5        40% 
 
6        40% 
 
 
Effect of Software Packages – Increase in Average Unit Revenues 
 
Number of Factors Needed  Four-Factor Software Used Five-Factor Software Used 
 
4     $0.10    $0.10 
 
5     $0.05    $0.25 
 
6     $0.05    $0.20 
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WONDERFUL WATERMELON – QUESTION/INTRODUCTION 

 
Your client is DuPont, a chemical conglomerate. Their agri-business division has developed a 
watermelon seed that grows watermelons that are larger, more resistant to disease and matures more 
quickly. What are some things they should consider when bring it to market? 
 
NOTES FOR INTERVIEWER 

 
This case follows the typical market entry structure: calculate the market size, qualitatively assess the 
market (customers, competition, growth rates etc.), decide on an appropriate price, perform break-
even point or profitability calculations and finally, assess the company’s operational ability to bring it 
to market. If the candidate misses one of these areas, don’t allow them to begin solving the case 
until you guide them to it. 
 
ADDITIONAL INFORMATION 

 
Only give if requested: 

 There are 1000 watermelon field in the USA, China and Brazil 

 Average size of a watermelon field is 400 acres 

 Average annual revenue of a watermelon field is $20,000 per acre. 

 Customers are large industrial farms 

 DuPont has a patent on the technology – thus competition is negligible 

 Market is growing at 2% per year 

 The cost of the seeds is $2000 per acre 

 Currently, a watermelon field loses 25% of their crop to disease and is able to harvest 4 
batches per year 

 The seed reduces disease loss to 10%, increases number of annual harvests to 5 and makes 
the watermelons 10% larger 

 The price of a watermelon rises proportionally with its size 

 DuPont faces $20 million in ongoing R&D costs, $30 million in annual marketing and $40 
million in distribution costs 

 Assume DuPont’s experience in agri-business means they will not face any substantial 
operational difficulties in bringing the product to market 

 
DATA AND ANALYSIS 

 
Market Sizing 
Since there are 1000 watermelon fields, each of which average 400 acres, there is a total of 400,000 
acres of watermelon field in the world. In addition, since each field earns $20,000 per acre per year, 
the annual revenues of the market are $8 billion, making a significant opportunity for DuPont. 
 
Market Evaluation 
Lack of competition is highly favourable for DuPont as is the significant size of the market. 
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Pricing Strategy 
Candidate should address two types of pricing: cost-based and value-based pricing. First, since the 
cost of the seeds is $2000 per acre, they should identify that the price can be no lower than that. 
Next, the calculations below give the value to a farmer of the seeds: 
 
Currently farms earn $20,000 per acre over 4 harvests per year. Thus the revenue per acre per 
harvest is $5000. First, we know that 25% of the harvest is lost to disease. Another way to state this 
is that $5000 is the value of 75% of the harvest. Since the seeds will increase this to 90%, the harvest 
will be worth $5000 * (90/75) = $6000. Second, the watermelons become 10% larger and thus earn 
10% more revenues, giving $6600 per harvest. Finally, there are now 5 harvests per year, so the total 
revenue per acre becomes $33,000. Thus the benefit of the seeds is (33,000 – 20,000) = $13,000 per 
acre. 
 
Although there are no competitors, the price of the seeds will represent a substantial fraction of the 
farm’s annual incomes, DuPont likely cannot price at the upper bound of this range. Anything 
between $4000 - $10,000 is acceptable if justified, afterwards tell candidate DuPont chose $7000. 
 
Break-even Analysis 
DuPont’s annual fixed costs are $90 million. Assuming that they chose $7000 as their price and the 
seeds cost $2000, the gross margin is $5000 per acre. Thus DuPont must sell at least 18,000 acres 
worth of the product to break even. A stellar candidate will note that this represents 45 farms or 
4.5% of the market. Given the lack of competition and DuPont’s experience in the sector, this is 
very achievable. 
 
CONCLUSION 

 
1. This market presents a strong opportunity for DuPont as the industry’s annual revenues are 

around $8 billion and no competitor offers a similar product. 
2. We should price this product at $7000 per acre, as this will roughly split the benefit between 

farmers in incremental revenues and DuPont with a 250% mark-up. 
3. To break-even in the first year, DuPont will need to sell at least 18,000 acres worth of seeds. 

In this market, we would need to find 45 farms willing to test this product, thus capturing a 
4.5% market share. 
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SETTING UP SAFEWAY – QUESTION/INTRODUCTION 

 
On June 12, 2013, Empire Group, the conglomerate that owns the Sobeys’ grocery chain, 
announced that it was buying Safeway Canada, a western Canada grocery chain, from its American 
parent. Before we get into the case itself, what are some advantages that this could give the merged 
company? 
 
Now you’ve been hired to help Sobeys’ with integrating their supply chain processes with those of 
Safeway. What are some areas that you would consider?  
 
NOTES FOR INTERVIEWER 

 
Unlike what most candidates will be familiar with, this case is fairly qualitative and is an operations 
case, rather than the typical profitability/strategy case. As such, they may require more guidance than 
in a typical case. However, the level of analysis is not as deep, so they should be able to use their 
business intuition to explain each category. The areas they should focus on are: bottlenecks, 
benchmarking (to spread best practices across both firms), the cost and timeframe of investments 
and the integration and finally, the potential to eliminate duplication (such as unnecessary 
warehouses etc.)  
 
ADDITIONAL INFORMATION 

 
Only give if requested: 

 Assume process moves at the speed of the slowest step 

 Assume that steps that have multiple units working simultaneously all work at the same 
speed independent of other units at the same step. 

 
DATA AND ANALYSIS 

 
To compare the processing times both within firms and across firms, the candidate should calculate 
the unit processing time for each step at each firm. Since some steps have multiple units working 
simultaneously, the processing time is the time needed divided by units of workers. 
 
Sobeys     Safeway 
 
Step  Processing time Step  Processing Time 
1.  12 hours (1/2 day) 1.  8 hours (1/3 day) 
2.  24 hours  2.   5 hours 
3.   12 hours  3.   4 hours 
4.   8 hours   4.   12 hours 
5.   6 hours   5.   6 hours 
     6.   6 hours 
 
Thus the bottleneck for Sobeys is step 2 (sorting at the warehouse) and the bottleneck for Safeway is 
step 4 (sorting at the regional centres). Note that despite having fewer steps, Sobeys process takes 
two days longer (5 steps * 24 hours/step vs. 6 steps * 12 hours/step) 
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Ask the candidate to propose a course of analysis, three things should be noteworthy: first, 
some steps in the process have substantial excess capacity.  
 
For example, Safeway’s step 3 has 9 trucks, but this could be reduced to as low as 3 without 
reducing the speed of the process. Thus, both companies could reduce costs if they eliminated this 
unused capacity. 
 
Second, they should ask whether the gains from reducing process time, such as by adding a second 
team at Sobeys’ step 2 are greater than the costs of adding this extra capacity. 
 
Finally, they should notice that the times for the same activities are not the same across firms or 
within firms. For the first, Sobeys’ products spend a total of 6 days in transit (5 days in step 1 plus 
24 hours in step 4), while Safeway’s only spend 4 days in transit (2 days in step 1, 36 hours in step 3 
and 12 hours in step 5). There could be potential for efficiency gains by applying Safeway’s practices 
to Sobeys. For the second, Safeway takes 20 hours to sort at the warehouse, but 24 hours at the 
regional centres, so there may also be inefficiencies there that could potentially be eliminated. 
 
CONCLUSION 

 
1. In our analysis of the existing processes for Sobeys and Safeway, we identified that sorting at 

the distribution centres tended to be the bottleneck in each process. 
2. We could improve processing times by adding additional teams at the distribution centres 

and taking best practices from Safeway’s warehouse sorting system  
3. Next, there are other efficiency gains that we could make by adopting Safeway’s distribution 

system, which reduces total shipping time to 4 days from the current 6, through a centralized 
distribution network. 

4. Finally, there is excess capacity at some steps of the process that could be eliminated to cut 
costs if we determine that the flexibility does not justify the higher costs. 
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EXHIBIT 1 

 
Supply Chain Process – Sobeys 
 
Step    Time Needed   Number Working Simultaneously 
 
1. Shipping to warehouse 5 days    10 trucks 
 
2. Sorting at warehouse 1 day    1 team 
 
3. Packing into trucks  12 hours   1 team 
 
4. Shipping to stores  24 hours   3 trucks 
 
5. Sorting at store  48 hours   8 teams 
 
EXHIBIT 2 

 
Supply Chain Process – Safeway 
 
Step    Time Needed   Number Working Simultaneously 
 
1. Shipping to warehouse 2 days    6 trucks 
 
2. Sorting at warehouse 20 hours   4 teams 
 
3. Shipping to regional centres 36 hours   9 trucks 
 
4. Sorting at regional centre 24 hours   2 teams 
 
5. Shipping to stores  12 hours   2 trucks 
 
6. Sorting at store  36 hours   6 teams 
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SUPPLY FOR STEEL – QUESTION/INTRODUCTION 

 
Your client is the COO of US Steel. With American industrial demand picking up, she has hired you 
to design the optimal distribution network for their business. 
 
Extra: Assume that there will be no revenue differences based on how the distribution network is 
designed. Also assume that the operating year has 350 days. 
 
NOTES FOR INTERVIEWER 

 
This case tests a candidate’s ability to think through the different portions of the company’s value 
chain. When told that the channel will not affect revenues, they should realize the goal is to 
minimize costs. Force the candidate to think through each part of the value chain until they lay out 
all of the major portions. First, the company needs to bring the raw materials into their factories. 
Next, the company must process the materials at the factory. Finally, the client needs to ship the 
goods from their factories to their customers, in addition, if there is sufficient distance between the 
factory and the customer, US Steel may also need warehouses closer to the customer. The case is 
quantitatively heavy as the candidate must perform several calculations to find the best distribution 
channel. 
 
ADDITIONAL INFORMATION 

 
Only give if requested: 

 US Steel has three choices of factories: one in the American Midwest, one in Brazil and one 
in China. 

 The factory in the Midwest has $30 million in annual fixed costs and $40,000/day in 
operating costs. 

 If operating in the Midwest, you have two choices for distribution, purchasing a fleet of 
trucks for $50 million (depreciated over 5 yrs) and incurring operating costs of $20,000/day 
for fuel and $10,000/day for labour or leasing trucks at $50,000/day. 

 No warehouses are needed if in the Midwest. 

 The factory in China has $15 million in annual fixed costs and $10,000/day in operating 
costs. 

 If operating in China, you must either purchase a fleet of tankers for $170 million 
(depreciated over 10 years) and incurring operating costs of $80,000/day or paying for 
shipping from a major shipping company at $100,000/day 

 Warehouses for China will cost $40 million (depreciated over 10 years), with no daily 
operating costs 

 The factory in Brazil has $25 million in annual fixed costs and $20,000/day in operating 
costs. 

 If operating in Brazil, you must either ship by boat and rail at $80,000 per day or by boat and 
road with an investment of $50 million (depreciated over 5 years) and operating costs of 
$60,000/day. 

 Warehouses for Brazil will cost $60 million (depreciated over 10 years) with no operating 
cost. 
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DATA AND ANALYSIS 

 
A good first step is finding the cheapest transportation system for each location. Rather than 
calculating total costs (a large amount of mathematics), just compare the differences in costs. 
 
Midwest – Compare Purchasing to Leasing: Assume choose to purchase 
Add: $10 million fixed 
Less: $20,000/day = 20,000 * 350 = $7 million. 
Net cost of purchasing fleet vs. leasing = $3 million – optimal choice is to lease. 
 
China – Compare Purchasing to Leasing: Assume choose to purchase 
Add: $17 million fixed 
Less: $20,000/day = $7 million 
Net cost of purchasing vs. leasing = $10 million – optimal choice is to lease 
 
Brazil – Compare Boat and Rail to Boat and Road: Assume choose boat and rail 
Add: $20,000/day = $7 million 
Less: $10 million fixed 
Net cost of boat and rail vs. boat and road = $–3 million – optimal choice is boat and rail 
 
(Note that by looking at incremental costs, all calculations reduce to 20,000 * 350 = 7 million) 
 
Next find the fixed and daily costs for each location 
 
   Midwest  China   Brazil 
Fixed costs  $30 million  $19 million  $31 million 
Daily   $90,000/day  $110,000/day  $100,000/day 
 
(Note that since Brazil has higher fixed and daily costs than the Midwest, it cannot be the correct 
choice) 
 
Test Midwest 
$11 million in incremental fixed costs 
$20,000/day saving in operating costs = $7,000,000 savings total 
Net cost of operating in the Midwest = $4 million 
 
CONCLUSION 

 

1. The optimal choice is to locate the factory in China and outsource shipping to a shipping 
conglomerate. 

2. This will lead us to incur $110,000/day in operating costs and $19 million in fixed costs and 
our total costs will be minimized at $57.5 million per year. 

3. However, we should ensure that we can maintain adequate shipping times as well as quality 
controls moving production to China. 
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TRANSATLANTIC GOES PACIFIC – QUESTION/INTRODUCTION 

 
Your client is TransAtlantic, a major shipping company that started up shipping cargo between the 
United States and Europe. However, with Europe’s economy slowing and with strong demand from 
East Asian nations, TransAtlantic will be expanding to the trans-Pacific route. While they’re 
confident in their ability to handle the strategic aspects of this move, since they’ve opened routes 
before, they want you to help them decide what tankers to buy in order to best serve this route. 
 
NOTES FOR INTERVIEWER 

 
While a large portion of this case does simplify down to profitability calculations, there is a twist in 
that the candidates must consider the operational constraints: time, volume and mass as compared to 
demand. Thus a candidate merely working through a stock profitability framework may miss the 
critical insights in this case that would be spotted through the application of common business sense. 
 
ADDITIONAL INFORMATION 

 
Only give if requested: 

 Client will need to purchase three types of ships: raw material haulers, liquids and chemicals 
tankers, and manufactured goods cargo ships. 

 Since purchasing in bulk from the manufacturer gives a substantial discount, the client must 
purchase all of its ships from the same supplier. 

 It takes 20 days for a one-way trip along the chosen route, the company will be able to pick 
up and deliver cargo at either end of the route. 

 Assume that since TransAtlantic has many existing shipping routes, the only relevant fixed 
cost is the ships themselves (all administrative costs are absorbed by the existing business) 

 TransAtlantic depreciates all of its ships using the straight-line method over 10 years. 
 
DATA AND ANALYSIS 

 
First, since demand is given per day, but the shipments take 20 days to cross the Pacific, the 
candidate should convert the table in Exhibit 1 to per shipping trip values 
 
20 Day Demand Data 
Product   Demand   Volume 
Raw Materials   2 million kg   2 million m^3 
Liquids    1.2 million kg   2.4 million m^3 
Manufactured Goods  1 million kg   5 million m^3 
 
Next they should calculate how much can be shipped under each package, based on the smallest of 
demand, maximum weight and maximum volume 
 
Mitsubishi 
Product  Max Weight  Max Volume  Actual Shipped 
Raw Materials  3 million kg  1.8 million m^3 1.8 million kg 
Liquids   2 million kg  2.8 million m^3 1.2 million kg 
Manufactured Goods 1.2 million kg  4.5 million m^3 900,000 kg 
Hyundai 
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Product  Max Weight  Max Volume  Actual Shipped 
Raw Materials  2.5 million kg  2 million m^3  2 million kg 
Liquids   2.4 million kg  1.5 million m^3 750,000 kg 
Manufactured Goods 900,000 kg  7.5 million m^3 900,000 kg 
 
STX Group 
Product  Max Weight  Max Volume  Actual Shipped 
Raw Materials  1.6 million kg  3 million m^3  1.6 million kg 
Liquids   1.25 million kg  2 million m^3  1 million kg 
Manufactured Goods 2 million kg  6 million m^3  1 million kg 
 
Once they have the amounts shipped, they can calculate the margin per shipping trip and then 
multiply by 15 to get the annual margin. Also, they can calculate the depreciation charge as the sum 
of the ships’ prices divided by 10. This will allow them to find each package’s projected profits. 
 
    Mitsubishi  Hyundai  STX Group 
Raw Materials Margin $3.6 million  $4 million  $3.2 million 
Liquids Margin  $4.8 million  $3 million  $4 million 
Manufac. Goods Margin $9 million  $9 million  $10 million 
Margin per Trip  $17.4 million  $16 million  $17.2 million 
 
Margin per Year  $261 million  $240 million  $258 million 
 
Cost of Haulers  $300 million  $400 million  $600 million 
Cost of Tankers  $1000 million  $450 million  $800 million 
Cost of Cargo Ships  $1200 million  $1500 million  $1000 million 
Total Cost   $2500 million  $2350 million  $2400 million 
 
Depreciation Charge  $250 million  $235 million  $240 million 
 
Annual Net Profit  $11 million  $5 million  $18 million 
 
CONCLUSION 

 
1. TransAtlantic should purchase the package offered by the STX Group, which will allow 

them to earn a profit of $18 million per year. 
2. In the future, the company should attempt to push its suppliers to separate multiple product 

lines from the packages as in this case, they are heavily overpaying for their haulers, relative 
to the margin they bring in.  
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EXHIBIT 1 

 
Demand Data  
Product  Demand Per Day  Margin per kg Volume per kg 
 
Raw Materials  100,000 kg   $2   1 cubic metre 
 
Liquids   60,000 kg   $4   2 cubic metres 
 
Manufactured goods 50,000 kg   $10   5 cubic metres 
 
*Note: Due to inclement weather and holidays, TransAtlantic will have a 300 day operating year. 
 
 
EXHIBIT 2 

 
Packages Available for Purchase 
 
Mitsubishi Heavy Industries 
 
Type    Price per ship  Volume  Maximum Weight 
 
3x Raw Material Hauler $100 million  600,000 m^3  1,000,000 kg 
4x Liquid Tanker  $250 million  700,000 m^3  500,000 kg 
3x Cargo Ships   $400 million  1,500,000 m^3  400,000 kg 
 
Hyundai Heavy Industries 
 
Type    Price per ship  Volume  Maximum Weight 
 
2x Raw Material Hauler $200 million  1,000,000 m^3  1,250,000 kg 
3x Liquid Tanker  $150 million  500,000 m^3  800,000 kg 
5x Cargo Ships   $300 million  1,500,000 m^3  180,000 kg 
 
STX Group 
 
Type    Price per ship  Volume  Maximum Weight 
 
4x Raw Material Hauler $150 million  750,000 m^3  400,000 kg 
5x Liquid Tanker  $160 million  400,000 m^3  250,000 kg 
1x Cargo Ships   $1000 million  6,000,000 m^3  2,000,000 kg 
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ALCOHOLIC FARMER – QUESTION/INTRODUCTION 

 
Your client is a farmer. He has recently inherited 20 acres of land from a distant relative. Since he 
was until recently a poor man, with little business knowledge, he has hired you to determine how to 
get the most profits out of the land. 
 
NOTES FOR INTERVIEWER 

 
This case focuses on a profitability calculation. Let the candidate be creative when thinking of uses 
for the land – remember that despite the client’s existing profession as a farmer, he is not obligated 
to farm the new land. After giving them the data on the crops available to be grown, they should 
first figure out how to maximize the profits, given the constraints of demand and acreage. Finally, 
once they know that growing any of a particular crop incurs a fixed cost for that crop alone, they 
should discuss how this changes the outcome. 
 
ADDITIONAL INFORMATION 

 
Before giving any information, have candidate think of possible uses – they should come up with at 
least 3 before moving on. Then tell them, “the client decided to stick with what he knows, so he 
plans to grow crops that can be distilled to make alcohol.” 
 
Only give if requested: 

 Five crop choices: potatoes for vodka, barley for whiskey, corn for gin, agave for tequila and 
sugarcane for rum. 

 Only one crop can be grown in a particular acre 
 
DATA AND ANALYSIS 

 
In order to solve for the per-acre profitability, first convert the alcohol data into agricultural data 
through the distilling ratios. (A check to ensure the conversion was done correctly is that the 
revenues should be unchanged – thus demand goes up and price goes down.) 
 
Converted Agricultural Data 
 
Crop  Annual demand (tons) Price/ton 
 
Potatoes 1000    $75 
Barley  1200    $60 
Corn  400    $200 
Agave  800    $100 
Rum  2000    $40 
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Next, to find the profitability per acre, multiply production per acre by the price per ton. 
 
Crop  Revenues per Acre  Cost per Acre  Profit per Acre 
 
Potatoes $7500    $5000   $2500 
Barley  $9000    $3000   $6000 
Corn  $10,000   $6000   $4000 
Agave  $20,000   $8000   $12,000 
Sugarcane $10,000   $5000   $5000 
 
If the candidate was not paying attention, they may suggest just producing agave (and thus tequila). 
However, the correct answer takes into account that there is limited demand for each alcohol. 
 
They can divide the annual demand by production per acre to find the maximum number of acres 
that can be allocated to a given product and through that, the maximum profits on each product. 
 
Crop  Maximum Acres  Maximum Profit 
 
Potatoes 10    $25,000 
Barley  8    $48,000 
Corn  8    $32,000 
Agave  4    $48,000 
Sugarcane 8    $40,000 
 
Since the farmer has 20 acres to allocate, he should produce agave, barley and sugarcane (and distill 
this into tequila, whiskey and rum). Total profits will be $136,000 per year. 
 
Once they reach this conclusion, ask them if there seems to be anything missing. They should ask 
about the cost of the distilling equipment/other fixed costs. 
 
Tell them each alcohol has a unique fixed cost that is incurred if any of that alcohol is produced. Ask 
them how this might change their answer. They should recognize that if the fixed costs of a 
particular crop are high, it may make that a sub-optimal crop to produce. 
 
CONCLUSION 

 
1. Since our client has experience with alcohol and farming, we suggest that he uses this 

farmland to produce crops for distilling into alcohol. 
2. He should allocate 4 acres to agave, 8 acres to barley and 8 acres to sugarcane to produce 

tequila, whiskey and rum. If he does this, annual profits will be $136,000. 
3. However, he should ensure that there aren’t high fixed costs associated with any one alcohol 

that would change the optimal crop choices. 
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EXHIBIT 1 

 
Agricultural Data 
 
Crop  Cost/acre      Production/acre (tons) 
 
Potatoes $5000  100 
 
Barley  $3000  150 
 
Corn  $6000  50 
 
Agave  $8000  200 
 
Sugarcane $5000  250 
 
Alcohol Data 
 
Liquor  Annual Demand (gallons)      Price/gallon         Distilling ratio (tons/gallon) 
 
Vodka  250         $300  4:1 
 
Whiskey 240         $300  5:1 
 
Gin  200         $400  2:1 
 
Tequila  800         $100  1:1 
 
Rum  200         $400  10:1 
 
*Annual Demand refers to the expected annual sales for this farmer’s products. 
** Distilling ratio is the tons of a given crop required to produce one gallon of the corresponding 
alcohol, thus 4 tons of potatoes are required to make 1 gallon of vodka. 
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BIG DATA BANK – QUESTION/INTRODUCTION 

 
Your client is a major Canadian bank offering a full range of financial services. Recently, the CEO 
has been hearing a lot about ‘Big Data’ and the value of it to businesses. He wants you to help him 
better understand this trend and provide some steps to begin this using data to drive profits. 
 
NOTES FOR INTERVIEWER 

 
There are three distinct portions of this case, each testing a different skill. First, the interviewee 
should think broadly about what services a bank offers and the relative value of data to each. 
Prompt the interviewer to approximate each segment’s percentages of the market with logical reason 
to support their figures and then have them calculate the dollar value of each segment using the 
correct data. Next, within the retail banking sector, a stellar candidate will use a profit tree or similar 
structure to identify all areas where data can increase profits. Finally, the last section tests the 
candidate’s quantitative skills and reasoning to determine the optimal strategy for collecting overdue 
debts. Give them the exhibits page and guide them through (if necessary) the calculation shown on 
under “Data and Analysis” 
 
ADDITIONAL INFORMATION 

 
Only give if requested: 

 Overall market for ‘Big Data’ in finance: $175 billion 

 Insurance – 15% (approximately $26B) 

 Retail banking – 35% (approximately $62B) 

 Commercial banking – 20% (approximately $35B) 

 Capital markets – 30% (approximately $53B) 
 
STRUCTURE 

 
Higher Revenues 

 Drive volume through measures such as: cross-selling, more precise segmentation, 
individualized marketing, etc. 

 Raise revenue per customer by: more accurate tracking of account usage, more convenient 
billing process, increasing diversity of product offering, etc. 

 Cut costs by: eliminating unnecessary/unused services, reducing and automating routine 
paperwork, reducing needed amount of physical branches, raise use of bank/credit cards 
versus cash, reduce delinquency costs on loans (defaults on debts) 

 
This is not an exhaustive list, a strong candidate will identify opportunities not listed. If they 
miss a category, tell them to look at all areas of profits. Guide them until they get 
delinquency costs, then give the data on page 2. 
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DATA AND ANALYSIS 

 

 Bank currently pursues overdue accounts by date (farthest overdue first) 

 An average loan officer will have a book of overdue accounts as listed below and can pursue 
at most 10 accounts in one time period 

 
Expected recovery (Value of account * Probability of recovery) 
 
    1 – 2 months overdue  2 – 4 months  4+ months 
High value:   $200    $300   $600 
Medium value:   $960    $480   $400 
Low value:   $175    $100   $90 
 
Currently the loan officer pursues the ten most overdue accounts, since there are on average 10 that 
are over four months overdue, they pursue those ten. Interviewee should suggest pursuing most 
valuable accounts first – the bolded numbers. Note that since they can only pursue ten at a time, 
they can only pursue 3 of the $480 recoveries, not all 6. 
 
Current expected recovery: $2650 (1* $600 + 4 * $400 + 5 * $90) 
 
If they prioritized the highest value recoveries: $7800 (6 * $960 + 1 * $600 + 3 * $480) 
 
CONCLUSION 

 

1. ‘Big Data’ offers billions of dollars in value to financial services firms, including over $60 

billion to retail banking divisions. 

2. Data can be used both to increase revenues through better targeting of services as well as 

eliminating multiple types of costs. 

3. In particular, this bank can increase its loan recoveries by 200% ($5150 per loan officer) by 

using customer data to identify the highest expected recovery accounts  
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EXHIBITS 

 
# of accounts overdue:        
 
    1 – 2 months overdue  2 – 4 months  4+ months 
High value:   3    2   1 
Medium value:   6    6   4 
Low value:   15    11   5 
 
Value of accounts overdue: 
 
    1 – 2 months overdue  2 – 4 months  4+ months 
High value:   $2000    $1500   $3000 
Medium value:   $1200    $800   $1000 
Low value:   $250    $200   $300 
 
Probability of recovery: 
 
    1 – 2 months overdue  2 – 4 months  4+ months 
High value:   10%    20%   20% 
Medium value:   80%    60%   40% 
Low value:   70%    50%   30% 
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BIRD BLOWS UP – QUESTION/INTRODUCTION 

 
Bird Construction released their quarterly reports yesterday and analysts were shocked that despite 
recovering industrial demand, profits had fallen substantially. The resulting sell-off of their shares 
wiped out nearly $50 million of value. With their stock options at risk of falling out of the money, 
the executives have turned to you for help. What will you do? 
 
NOTES FOR INTERVIEWER 

 
Since this is a profitability case, the candidate should propose looking at both revenues and costs to 
determine what caused the profitability decline. Once they realize that it was due to costs, they 
should look more deeply at what costs rose most significantly. Once they see that it is due to 
unusually high raw materials costs in the New Roads segment, they should propose a course of 
action. 
 
ADDITIONAL INFORMATION 

 

 Total revenues in 2011: $140 million. Total revenues in 2012: $165 million. Total revenues in 
2013: $220 million. 

 Revenues in the Road Work segment rose overall across all three years 

 Miscellaneous work makes up a negligible portion of revenues and profits, so it is not 
worthwhile investigating. 

 There are three other companies in the industry and jobs are allocated through a competitive 
bidding process. 

 Bidding is handled through a separate department from general finance at Bird and this 
department is evaluated on the number of bids that they successfully win. 

 Assume rent on machinery is proportional to labour time and this cannot be changed. 

 New roads take on average three times as much time and materials to build per kilometer as 
maintenance. 

 New roads use a different mixture for the asphalt than maintenance as the mixture gives the 
roads the dark look people expect out of a new road.  

 Exact figures for cost breakdown: 
 
   Maintenance  New Roads 
Labour   $800   $2400 
Raw Materials  $1000   $4000 
Rent on Machinery $400   $1200 
Administration  $200   $600 
Insurance  $100   $300 
Other   $100   $300 
 
Asphalt Mixtures 
 
   Maintenance  New Roads 
Crude Oil at $100 10%   30% 
Gravel  at $20  60%   50% 
Concrete at $60 30%   20% 
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DATA AND ANALYSIS 

 
From Exhibits 1, the candidate should see that the issue is not with pricing as no prices have 
substantially declined and most have actually risen. 
 
From Exhibit 2, they should disregard the Buildings segment as volumes increased fairly steadily 
through all three years. However, in the Road Work segment, they should notice that while 
maintenance work has sharply declined, new road work has sharply increased. They should conclude 
that either the total revenues have fallen as a result of this switch or the profit margins are different 
across the two divisions. Once they learn that both overall revenues and road work revenues have 
increased, they should ask to see the costs within these segments. 
 
From Exhibit 3, they should notice two things: first, the total cost per kilometer for new roads is 
actually greater than the revenue earned per kilometer, which is the major driver of the fall in 
profitability; second, raw materials make up a larger portion of costs in new roads than in 
maintenance. Ask them to estimate the amounts for the major categories before giving them 
the precise data. 
 
Once they have the exact numbers for costs and the information that new roads should cost triple 
what maintenance does, they will see that raw materials costs more than it should. 
 
After getting the asphalt breakdown, they should calculate an average cost per unit 
 
Maintenance = $100 * 10% + $20 * 60% + $60 * 30% = $40 
New Roads = $100 * 30% + $20 * 50% + $60 * 20% = $52 
 
Thus per unit, new roads cost 30% more than maintenance (assume there is some efficiency loss as 
well that accounts for the remaining difference). 
 
CONCLUSION 

 
1. We identified that the major driver of the profit decline is that new roads cost more per 

kilometer than we are bidding to build them for. 
2. First, we should change how we evaluate the bidding department, so they are incentivized to 

make profitable bids, rather than bid low in order to win contracts 
3. Second, we should likely change the mixture used for new roads, as this will reduce the cost 

of raw materials to $3100 per kilometer and boost profits by $7.65 million. 
4. Finally, since new roads cost more than triple to build, we should raise the minimum price 

that we are willing to bid to at least triple the price of maintenance. 
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EXHIBIT 1 

 
Bird Construction Average Price Chart 
 
Service   2011   2012   2013 
 
Residential Housing/sq. ft. 120   120   125 
 
Roads/km  
 - Maintenance  2000   2400   3000 
 - New Roads  8500   8500   8500 
  
Commercial buildings/sq. ft. 150   175   200 
 
Miscellaneous/job  50,000   10,000   90,000 
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EXHIBIT 2 

 
Construction Volumes By Year 
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EXHIBIT 3 

 
Roadwork Cost Data 
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DRILLING DOWN WITH PRECISION – QUESTION/INTRODUCTION 

 
Your client is Precision Drilling. The boom in oil production has made the company quite successful 
and the company’s stock has just hit all-time highs. At the shareholder meeting, the CEO promised 
that profits would continue their upward trend in the upcoming year. At the same time, he promised 
that the advantage that the company would build would be sustainable in the long term. How can 
this company achieve both goals? 
 
NOTES FOR INTERVIEWER 

 
Very little information about the actual business of the client was given in the introduction to the 
case and as such, the candidate will need to dig more into what exactly they do, and understand the 
company and the industry before making recommendations on profitability. Once they dive into 
revenues and costs, they will find that there is no room for improvement on costs and will move to 
revenues. Since most candidates’ first instinct will be to look at increasing volumes, they will likely 
look at increasing utilization or the number of drilling rigs. Lead them through the calculation on 
purchasing a new rig. Once they discover that this is not a profitable strategy, they should suggest 
raising prices. This will lead them through the remainder of the case. 
 
ADDITIONAL INFORMATION 

 
Only give if requested: 

 Precision Drilling owns oil drilling rigs, which it rents out to major oil companies on a daily 
rental rate. 

 The oil industry is one of Canada’s largest industries and is dominated by three major 
integrated oil companies – Suncor, Husky, Imperial Oil. 

 These companies extract hundreds of thousands of barrels of oil per day and as such, being 
unable to drill due to the breakdown of a drilling rig without an immediate replacement 
would cost them over $10 million per day. 

 There are 5 other drilling companies offering similar services as Precision. 

 Competition is not very fierce as very high demand from the oil companies means all of the 
competitors are able to be highly profitable. 

 The utilization rate of 80% is necessary to ensure Precision can replace defective rigs in a 
reasonable amount of time – currently it takes one week between the rig breaking down and 
replacement with another. 

 Precision Drilling currently has $8000 in variable costs per rental day, broken down into 
10% labour, 50% fuel, 20% transportation and 20% repairs and insurance. 

 Precision Drilling also has $100 million in annual fixed costs. 

 Assume that all costs have been optimized and thus there is no scope for improvement. 

 Purchasing a new drilling rig will cost $5 million to be depreciated over 10 years 

 The new drilling rig will have the same variable costs as the existing rigs and will also incur a 
$100,000 administration fixed cost per year. 

 Assume utilization rates on the new drilling rig are the same as on existing ones. 

 Prices could be raised to $12,000 if Precision gave a guarantee of one-day replacement of 
broken-down rigs. 

 This guarantee will not change costs, but will require utilization rates to fall to 70% 
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DATA AND ANALYSIS 

 
When the candidate begins looking at Precision’s business model, prompt them to create a model 
for the company’s revenues. The answer they should arrive at (with guidance if needed) is: 
 
Annual Revenues = Days in Year * Number of Rigs * Utilization Rate * Daily Rental Rate 
 
Tell them that Precision has 400 rigs, a utilization rate of 80% and a daily rate of $10,000. Finally, tell 
them to assume it has 350 days in its operating year. 
 
They should calculate that each rig earns $2.8 million in revenues per year, and the company earns a 
total of $1120 million ($1.12 billion). 
 
Next, when they are looking at the profitability of adding a new rig, they should perform the 
following calculation. 
 
Revenues: $2.8 million per year (same as existing rigs) 
Variable Costs: $2.8 million * 80% (costs are $8000 per operating day, versus $10,000 in revenues) 
  = $2.24 million 
Gross Margin: $560,000 
Fixed Costs: $600,000 ($5 million in depreciation divided by 10, plus $100,000) 
Profit: ($40,000) 
 
After this, when they look at the possibility of raising prices, first challenge them to think of ways to 
justify price increase. The key insight is the enormous cost to customer of missing even one day of 
drilling. 
 
New Revenues Per Rig: 350 days * 70% utilization rate * $12,000 per day 
 = $2.94 million per year 
New Costs Per Rig: 350 days * 70% utilization * $8000 
 = (2/3) of revenue = $1.96 million 
New Gross Margin: $980,000 
 
A stellar candidate will note that this higher gross margin now makes it profitable to purchase new 
rigs for the fleet. Thus raising prices may not need to be accompanied by lower volumes of drilling 
days if additional rigs are purchased to accommodate the lower utilization rate. 
 
CONCLUSION 

 
1. Our initial analysis showed that the client should offer a guarantee of one-day replacement 

of a broken-down rig as this will allow a price increase to $12,000 per day. 
2. Since this will push gross margin per rig above the $600,000 fixed cost of acquiring a new 

rig, the company will then be able to acquire new rigs for the fleet. 
3. The current utilization rate of 80% implies that 320 rigs are being used at any given time. 

Thus increasing the fleet to around 450 rigs will make this same usage level possible, even 
though utilization will need to fall to 70%. 
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THE VALUE OF LOYALTY – QUESTION/INTRODUCTION 

 
Your client is Southwest Air. The CEO wants to institute a loyalty program to boost the number of 
deluxe seats sold on a given flight. He believes that this strategy will be a good way to capture 
market share from competitors. How would you evaluate this proposal? 
 
NOTES FOR INTERVIEWER 

 
Although the introduction sounds like a marketing-style case, the core of this is comparing the 
incremental revenues to the incremental costs of the policy. Once they reach the answer from this, 
there is a brief creative portion to brainstorm how to improve the policy. 
 
ADDITIONAL INFORMATION 

 
Only give if requested: 

 Policy is designed so that each mile flown in a deluxe seat per year earns 1 point. 

 Points can be redeemed for free flights at a rate of 10,000 points gets one flight in a deluxe 
seat. 

 Deluxe seats are priced at $500, plus $2 per mile. 

 Regular seats are $300, plus $1 per mile. 

 Instituting this program will cause business travelers to take deluxe seats 75% of the time 
and recreational travelers to take deluxe 50% of the time. 

 
DATA AND ANALYSIS 

 
The first step is to determine how many flights each category of traveler takes per year. Since we 
know the total miles travelled and the average distance per flight, we can find that business travelers 
take 40 flights per year and recreational travelers take 4 flights per year. 
 
Next, determine the revenues of each category prior to the loyalty program. 
 
Business 40 flights @ 250 miles  Recreational 4 flights @ 1000 miles 
 
20 deluxe: 20 * (500 + 250 * 2)   1 deluxe: 1 * (500 + 1000 * 2) 
 = 20,000     = 2500 
 
20 regular: 20 * (300 + 250)   3 regular: 3 * (300 + 1000) 
 = 11,000     = 3900 
 
Total = $31,000    Total = $6400 
 
Business travelers will take 10 more deluxe flights and 10 fewer regular flights, so revenues change 
to 30,000 + 5500 = $35,500 and thus the incremental revenues are $4500. 
 
Recreational travelers take 1 more deluxe flight and 1 fewer regular flight, so revenues change to 
5000 + 2600 = $7600 and the incremental revenues are $1200. 
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Now we need to assess the cost of the loyalty program. Business travelers fly 7500 miles per year in 
deluxe, earning 7500 points. Since this is 3/4 of a free flight per year, we can approximate the cost 
of the program as 3/4 of a deluxe seat. Therefore, the cost in the business segment is $750 and the 
annual net profit of the program is $3750 per person. 
 
Similarly, recreational travelers fly 2000 miles per year in deluxe, earning 1/5 of a free deluxe flight 
per year. Thus the cost in the recreational segment is $500 and the annual net profits of the program 
is $700 per person. 
 
Ask the candidate if there is anything missing in the analysis. They should come up with two 
things. First, this does not directly account for any new customers taken from competitors. Second, 
it assumes that all free flights are taken on open seats on existing flights. If the program causes the 
company to need to have entire new flights to accommodate the free flights, profits will be far 
lower. 
 
Finally, ask what ways the program could be improved. Any suggestion if well justified is 
acceptable at this point. IE: The company could offer other prizes at lower point levels that cost less 
than the free flights. Since some customers will choose to cash in their points early, especially in the 
recreational segment where they only earn a free flight once every 5 years, the client will have higher 
profits since they will save the cost of giving away a deluxe seat. 
 
CONCLUSION 

 
1. Based on our initial analysis, this plan is good for the client as it will boost profits by $3750 

per person in the business segment and $700 per person in the recreational segment. 
2. One risk we should look more closely into is whether there are enough unused seats on 

flights to accommodate all of the free flights without needing to add an entire extra flight to 
a given route, which would heavily impact profits. 

3. The client may also want to look at expanding this program to multiple prizes as offering 
early prizes that cost little can boost profits by avoiding giving away free flights often. 
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EXHIBIT 1 

 
Customer Segmentation 
 
Segment Miles Flown Per Year Average Distance of Flight  %Deluxe 
 
Business 10,000    250 miles    50% 
 
Recreational 4000    1000 miles    25% 
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UNPROFITABLE POTASH – QUESTION/INTRODUCTION 

 
Your client is the Potash Corporation of Saskatchewan, which mines potash, phosphate, nitrogen 
and other fertilizer products. In the past year, sales volumes have hit an all-time high, but profits 
have slipped in the most recent quarter. What happened and how will you fix this? 
 
NOTES FOR INTERVIEWER 

 
The case is essentially the basic profitability framework. Since the candidate knows that volumes are 
at an all-time high, the profit decline must either be from prices or costs. Once told that no costs 
have increased, they should see that prices must be the problem. The key insight is that while no 
individual prices have changed, the product mix changed towards lower price products. From this, 
the candidate should look at the substantial drop in the highest margin products. They should notice 
that production has increased of the lower cost version, yet margins haven’t increased, leading the 
candidate to the final conclusion that the lower price is hurting sales. 
 
ADDITIONAL INFORMATION 

 
Only give if requested: 

 Largest producer of fertilizer products in Canada. 

 Industry is highly fragmented, no competitor large enough to have affected our sales. 

 Prices and costs of individual products are unchanged. 

 Gross margins: Potash: $250/tonne, Nitrogen: $150/tonne and Phosphate:$100/tonne 

 Company recently began switching to offshore potash (vs. North American potash) as it can 
be produced more cheaply. 

 Offshore potash is projected to grow 50% from 2012 to 2013. 

 Industry standard for potash is to have the customer pay their own freight with whomever 
they wish to have transport the product. 

 Due to higher freight costs customers face, our sale price of offshore potash is heavily 
discounted versus North American potash. 

 
DATA AND ANALYSIS 

 
First, the candidate should notice that phosphate has become a much larger portion of volumes and 
potash has recently declined. This should prompt them to ask about the margins on each product 
line, which will prompt being given the gross margin data. 
 
Have the candidate find the effect of the change from 2012 to 2013 on margins. 
 
In 2012: 40% at $250 margin + 30% at $150 margin + 30% at $100 margin = Average $175/tonne 
In 2013: 30% at $250 margin +25% at $150 margin + 45% at $100 margin = Average $157.5/tonne 
 
Decrease of 10% for average price. 
 
When the candidate asks about changes in the potash market that would have caused the sales 
decline, give them Exhibit 2. First, they should solve for the 2013 figures (if they do not 
automatically do so, prompt them to.) 
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In 2013, offshore will grow by 50%, thus there will be 2700 thousand tonnes sold in 2013. Next, 
since overall volumes across all product lines are the same, the two years are 40% and 30% of the 
same total. Thus, combined potash sales in 2013 must be 3/4 of 2012, which means total sales are 
4500 thousand tonnes, of which 1800 thousand are North American potash. 
 
Finally, once the candidate suggests eliminating the freight discount and moving distribution in-
house, have them do the following calculation: 
 
Assume the freight discount on offshore potash is $80 per tonne and if eliminated, volumes of 
offshore potash will return to their 2012 levels. If freight costs will be $50 variable per tonne and the 
rest is a fixed depreciation charge on an investment depreciated over 10 years, what is the most we 
would be willing to invest? 
 
Since we earn $80 more per tonne and incur $50 variable cost per tonne, we would be willing to 
incur as much as a $30 depreciation charge per tonne. At 1800 thousand tonnes, the annual 
depreciation charge can be as much as $54 million. Since the investment is depreciated over 10 years, 
we should invest no more than $540 million. 
 
An astute candidate may make mention that we might be willing to pay more if this also leads to an 
increase in North American potash revenues – ignore for purposes of calculations. 
 
CONCLUSION 

 
1. The major cause of the decline in profits is due to a movement away from high margin 

potash, towards lower margin products, such as phosphate. In total, this switch costs us 10% 
of our gross margins. 

2. The decline in potash sales is because sales of lower priced offshore potash are cannibalizing 
sales of the higher priced North American potash due to the freight discount. 

3. If we were to eliminate this discount, we could profitably invest as much as $540 million to 
build the distribution channel needed to bring freight in-house, justifying the higher price. 
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EXHIBIT 1 
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EXHIBIT 2 

 
Sales Volumes of Potash (000s of tonnes) 
 
    2011   2012   2013 
North American Potash 4900   4200   ? 
 
Offshore Potash  500   1800   ? 
 
*Total sales volumes for 2012 and 2013 for all products combined are the same 
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BUYING BAUSCH – QUESTION/INTRODUCTION 

 
Valeant Pharmaceuticals, a large diversified Canadian healthcare company, announced on May 27th 
that it agreed to buy Bausch & Lomb for $8.7 billion. Was this a good deal? 
 
Extra: Use profits, rather than cash flows in your calculations. 
 
NOTES FOR INTERVIEWER 

 
There are three main components to this case. First, it fundamentally is a NPV valuation case, so the 
candidate should identify the annual profits of the firm and discount them in perpetuity to find a 
terminal value. Second, it tests the candidate’s knowledge of finance terminology, as the case quotes 
data as it would be in the financial news and differently than in the typical case. Finally, it requires 
the candidate to think laterally to identify possible synergies between the two firms as this is the only 
way to reach the proper valuation for the final answer. 
 
ADDITIONAL INFORMATION 

 
Only give if requested: 

 Valeant currently operates in prescription drugs, dermatology and anesthetics. 

 The company’s flagship product is Wellbutrin – an anti-depressant. 

 Bausch & Lomb operates in eye care, prescription drugs and surgical equipment. 

 Bausch & Lomb has $3 billion in 2012 sales and 25% EBITDA margins. 

 Deal financed with $2.7 billion in equity, the rest by debt. 

 Valeant can issue debt at 8% interest rates. 

 Purchase price is at 3x book value and B&L has $900 million in non-depreciable assets. 

 Valeant depreciates all depreciable assets over 50 years. 

 Valeant (and the merged firm) faces a 30% tax rate. 

 Assume Valeant’s cost of equity is also 8% at the amount they raise. 

 Revenue synergies will raise B&L’s revenues by one-third 

 Cost synergies will lower B&L’s operating costs by 20% 
 
DATA AND ANALYSIS 

 
First, the candidate should find the initial profits of B&L post-merger (before adding synergies) 
 
Revenues     $3000 million 
Operating Costs (75% of sales)  $2250 million 
EBITDA     $750 million 
Depreciation     $40 million 
Interest Expense    $480 million 
EBT      $230 million 
Taxes (30% of EBT)    $70 million 
Profits      $160 million 
Discount rate     8% 
NPV of Merger    $2000 million ($2 billion) 
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To find depreciation, note that the purchase price is 3x book, so Bausch and Lomb has $2.9 billion 
in assets (8.7/3). Since $900 million are not depreciable, there is $2 billion depreciated over 50 years, 
which is a $40 million depreciation charge per year. 
 
 To find the interest expense, $2.7 billion of $8.7 billion is financed with equity, so the remaining $6 
billion is financed with debt. At an 8% interest rate, Valeant pays $480 million in interest per year. 
 
If the candidate arrives at $2 billion allow them to conclude the case if they do not think of synergies 
and then tell them they are completely incorrect as they did not account for synergies. Have them 
brainstorm possible ways for the merged firm to earn both revenue and cost synergies before giving 
them the data. 
 
Revenues increase by one-third, bringing them to $4000 million. Initially, operating costs rise 
proportionally to $3000 million. However, B&L saves 20% of this figure or $600 million. Thus the 
re-stated NPV calculation is as follows: 
 
Revenues    $4000 million 
Operating Costs   $2400 million 
EBITDA    $1600 million 
Depreciation (unchanged)  $40 million 
Interest (unchanged)   $480 million 
EBT     $1080 million 
Taxes (30% of EBT – rounded) $320 million 
Net Profits    $760 million 
Discount rate    8% 
NPV of Merger   $9500 million ($9.5 billion) 
 
CONCLUSION 

 
1. Initially, the deal did not seem good as it only added $2 billion in value at a price of $8.7 

billion, a net loss of $6.7 billion for investors in Valeant. 
2. However, the merged firm can cross promote its products to medical customers and 

pharmacies and consolidate its operations to earn substantial revenue and cost synergies. 
3. As a result, the net value of the merger is $9.5 billion, adding $800 million of value for 

Valeant shareholders. 
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COTTON CORP – QUESTION/INTRODUCTION 

 
Your client is a private equity fund based in the United States. They currently have $200 billion in 
AUM, invested across a wide range of companies. Recently, they’ve been in talks with Cotton Corp, 
a company that has developed proprietary technology that allows twice as much cotton to be 
extracted from a cotton plant. Since the technology is the first of its kind, they know it has strong 
market potential, but Cotton Corp lacks the resources to bring it to market. Your client has hired 
you to advise them on how much to offer to buy Cotton Corp. 
 
Extra: Your client seeks to achieve a 20% IRR on all of its investments 
 
NOTES FOR INTERVIEWER 

 
This is an NPV valuation case. The candidate must find the annual profits of Cotton Corp and 
discount them at 20% annually to find the appropriate price to offer. The key insight of this case is 
that production in bales will not expand, so the value of the product is that less land must be used 
for farming cotton and thus can be repurposed to farm corn. 
 
ADDITIONAL INFORMATION 

 

 Cotton Corp will earn a royalty of 25% of the extra profits earned by farmers who use the 
product 

 Currently the US cotton market is $9 billion, the cotton price is $500/bale and an acre of 
land produces 200 bales of cotton per year. 

 The cost of production for cotton is $50,000 per acre and this does not depend on the 
amount of cotton produced on that acre. 

 Market is unlikely to expand, production in bales will remain at current levels 

 Land can be repurposed to produce corn. One acre can grow 1000 ears of corn that sell for 
$40/ear and growing corn costs $10,000/acre annually. 

 Cotton Corp has $500 million in annual fixed costs. 

 Assume product can be brought to market immediately and all farmers will use the product 
 
DATA AND ANALYSIS 

 
First, find the annual profits of cotton farmers in the US, once they adopt this product. 
 
The market is $9 billion and cotton costs $500/bale, so there are 18 million bales produced each 
year. Also, each acre of land produces 200 bales of cotton per year, so there must be 90,000 acres of 
land devoted to farming cotton in the United States. 
 
Since overall cotton production is unchanged, doubling the productiveness of an acre of land means 
that half of the land is no longer needed for cotton. This saves $50,000 per acre times 45,000 acres, 
which equals $2250 million ($2.25 billion). 
 
Next, this land can be replanted with corn. Since an acre can grow 1000 ears, which can be sold for 
$40/ear, each acre earns $40,000 in revenues. This gives $1800 million ($1.8 billion) in new 
revenues. 
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Finally, corn costs $10,000 per acre to grow or $450 million in total. 
 
Thus the annual increase in profits for American cotton farmers is $2250 million + $1800 million - 
$450 million = $3600 million ($3.6 billion). 
 
Next, since Cotton Corp earns a 25% royalty, their annual revenues are $900 million and less the 
$500 million in fixed costs means that they earn $400 million in annual profits. 
 
Discounting $400 million at 20% per year in perpetuity means that the entire firm is currently worth 
$2 billion to the private equity fund. 
 
CONCLUSION 

 
1. Our client should offer $2 billion to buy Cotton Corp as they stand to make around $400 

million in annual profits, which gives them their 20% return. 
2. They should also take into consideration the possibility of expanding the product to new 

markets as this would make the company even more valuable, but they would have to 
investigate whether the market conditions and royalty structure would make this possible. 
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HOTEL BAR CHAT – QUESTION/INTRODUCTION 

 
After a long day with a client, your fellow consultants and you go out for a team dinner. After a 
satisfying meal, you are sitting in the hotel’s bar. Your manager turns to you and asks how much you 
think the hotel is worth. How do you respond? 
 
NOTES FOR INTERVIEWER 

 
This is a heavily quantitative case. The goal is to conduct an NPV calculation on the hotel’s profit 
streams to arrive at an overall value for the hotel as a whole. In particular, the candidate should 
know when to round in order to get more easily useable figures. Since most of the case deals with 
calculations, the interviewer should interject if the candidate stops speaking for an extended period 
of time: a stellar candidate will maintain the discussion even while solving the calculations 
 
ADDITIONAL INFORMATION 

 

 The hotel has two separate businesses, both of which operate for 350 days per year: the 
hotel and the restaurants and bars. 

 Assume business travelers travel alone, all others travel on average in pairs. 

 Rooms cost $50/night to maintain, regardless if anyone is staying in it. 

 The hotel faces $20 million in marketing, $10 million in admin and $10 million in 
depreciation costs annually. 

 50% of business travelers and 20% of other travelers will eat at the hotel restaurant or bar on 
any given day. 

 The average meal earns $30 and costs the hotel $10 for food and labour 

 The restaurant faces $1 million in annual fixed costs 

 All profits will grow at 3% per year and the hotel’s cost of capital is 13% (assume it exists in 
perpetuity) 

 
DATA AND ANALYSIS 

 
Hotel Revenues 
 
Since there are 350 days in the year, and four out of seven are weekdays, there are 200 weekdays. 
 
   Weekdays    Weekends 
Deluxe   (200 days * 200 rooms *60% * $400) (150 * 200 * 80% * $400) 
    = $9.6 million    = $9.6 million 
 
Regular   (200 days * 600 rooms * 80% * $250) (150 * 600 *100% * 250) 
   = $24 million    = $22.5 million 
 
Net Revenues = $65.7 million 
Cost of rooms = 350 days * 800 rooms * $50 = $14 million 
Fixed Costs = $40 million 
Profit of hotel business = $11.7 million 
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Restaurant and Bars 
 
First need to calculate number of travelers staying in the hotel on a given night. Tell them to round 
their figures off if necessary. 
 
Business travelers (weekday) = 200 deluxe rooms * 60% * 100% + 600 regular * 70% * 80% 
    = 120 + 336 = 456 
Business travelers (weekends) = 200 * 80% * 40% + 600 * 100% * 20% = 64 + 120 = 184 
Other travelers (weekday) = 600 regular * 80% * 30% * 2 people per room = 288 
Other travelers (weekends) = 200 deluxe * 80% * 60% * 2 + 600 * 100% * 80% * 2 
    = 192 + 960 = 1152 
 
Number of patrons on a weekday = 456 * 50% + 288 * 20% = About 300 
Number of patrons on a weekend = 184 * 50% + 1152 * 20% = About 200  
 
Total gross margin = ($30 - $10) * 300 * 200 + ($30 - $10) * 200 * 150 
 = $1.2 million + $0.6 million = $1.8 million (anything around $2 million is acceptable ) 
 
Profits of restaurant = $0.8 million 
 
Hotel net profit = $12.5 million 
 
NPV of hotel = $12.5/ (13% - 3%) = $125 million 
 
A strong candidate will make an argument that the physical property of the hotel is likely worth 
something as well and may adjust their number accordingly – an appropriate range is between $125 
million and $150 million. 
 
CONCLUSION 

 
1. Just looking at the future profits of the hotel, the hotel is worth approximately $125 million, 

most of which comes from the profits of the hotel business itself 
2. However, there is likely some land value,  but I would consider this negligible next to the 

value of the hotel business. 
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EXHIBIT 1 

 
Hotel Business Breakdown 

 
Rooms and Pricing Data 
 
   Price   # of rooms 
Deluxe Rooms  400/night  200 
 
Regular Rooms  250/night  600 
 
 
Guest Statistics 
 
Weekdays 
 
   Occupancy Rate  % Business Travelers 
 
Deluxe   60%    100% 
 
Regular   80%    70% 
 
Weekends 
 
Deluxe   80%    40% 
 
Regular   100%    20% 
 

*Weekends are Friday, Saturday and Sunday. 
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AMAZON AND TWITCH (CHALLENGE) - QUESTION/INTRODUCTION 

 
For this case, you’re not analyzing a client situation. Imagine that you’re just a third-party observer and don’t 
have access to any of the information that would not be publicly available. Recently, Amazon.com, the web 
retailer, bought Twitch.tv, an video website for $970 million. Was this a good purchase for Amazon to make? 
 
NOTES FOR INTERVIEWER 

 
This case is designed to mimic a partner-style case that a candidate might get in the final rounds of 
interviewing with a firm. Therefore, there is no clear answer or direction to the case. This case sheet is 
designed to give the interviewer sufficient information that they can discuss the business model of Twitch 
with the candidate and see what direction that the candidate takes it. Note that the candidate does not need to 
draw out all of the information listed below to do well in the case – in fact, they probably will not. The goal 
would be to discuss different ways that Amazon could create value through their ownership of the streaming 
website. 
 
ADDITIONAL INFORMATION 

 
Give if requested, or if relevant to move discussion forward: 

 Amazon.com is a major internet retailer, with revenues of around $89B in 2014 and fairly low profits 
(it is only slightly profitable on average), has around 80M monthly visitors in the USA, and around 
170M monthly visitors globally 

 Twitch.tv is a video streaming website, where the video is played live, rather than viewing clips 
uploaded in the past (the YouTube method of video) 

 YouTube was acquired by Google in 2006 for $1.65B, at the time it had around 100M video views 
per day, today it generates over 1B video views per day 

 Although YouTube brings in a significant amount of revenue, it has not become profitable, given the 
high costs of agreements with content partners and general site upkeep 

 Twitch currently has about 80M average monthly viewers, up from 50M one year ago 

 Twitch’s largest demographic is males aged 18-30, who make up more than 50% of the viewership 

 The three largest categories of videos on Twitch are: (i) Video Games, (ii) Live Sporting Events, (iii) 
Concerts and Other Music 

 Twitch is the largest distributor of video game-related content in the world 

 Each month, Twitch streams an average of 16B minutes of video from hundreds of thousands of 
video creators 

 Twitch currently represents 43.6% of all live-streaming content on the web, more than every major 
sporting franchise and sporting broadcaster combined 

 Twitch is also the 4th largest user of internet bandwidth (behind Netflix, Google – including 
YouTube, and Apple) 

 Most of the live-streaming videos have the creator interacting with the audience – the website has a 
chat feature that creators can see during the stream 

 Twitch currently uses Amazon Web Services (cloud platform) for their secondary systems, and their 
own servers for their main systems 

 Their most successful event had 32M viewers, three times higher than the series finale of “Breaking 
Bad” 

 The vast majority of Twitch’s revenues come selling advertising to companies looking to reach their 
viewers (a small portion comes from premium subscriptions) 

 Some industry experts have estimated that Twitch charges around an 85% premium for advertising 
space than close competitors (e.g., YouTube, Facebook) 
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 Many videos on the site ‘demo’ different products live by reputable and influential creators, similar to 
how many YouTube videos do (fun fact: many people familiar with the industry believe that the 
Flappy Bird craze started with a YouTube creator) 

 Amazon has, in the past, announced their intention to enter the video game industry, stating that 
they plan to compete against Microsoft’s Xbox and Sony’s PlayStation 

 Amazon is one of the biggest digital distributors of music, with hundreds of royalty agreements in 
place (the other two being YouTube and iTunes) 

 A variety of internet companies (Twitter and Facebook being prominent examples) have 
experimented with inserting ‘Buy’ buttons on their site 

 Amazon currently offers free streaming television and movies to Amazon Prime subscribers 

 Twitch allows content creators to choose when to schedule ads during their video (i.e., they can 
choose to have a periodic ‘commercial break’ or a single block of ads) and also what ads they would 
prefer to have on their videos 

 
DATA AND ANALYSIS 

 
Although there is no one answer to this case, here are a few observations: 
 

1. The purchase price on a per-user basis is lower than that of YouTube. You could argue that Twitch 
is unlikely to grow as much as YouTube did, but that’s difficult to predict at the current point in 
time. 

2. Live interaction between the content creators and viewers is a fundamentally different experience 
than a YouTube video, where the creator can only interact through the comment section, if they do 
at all. 

3. Amazon’s main business is selling product, not advertising (unlike YouTube), thus to support 
Amazon’s core business, they need to find some way to sell product through Twitch. One way is to 
develop partnerships with creators who ‘demo’ product, so that viewers can order that product 
directly from the video. 

4. Since Twitch may run into copyright complaints, much as YouTube did in its early life, Amazon will 
have the clout to negotiate more favourable agreements on its behalf 

5. All of the video categories that are the most popular on the website tend to have merchandise sales 
associated with them – so there are many opportunities for Amazon to sell their products to viewers 

6. Twitch’s dominance in the field of live-streaming means that there might be an opportunity to 
migrate some of the live sports from the sports franchises onto Twitch’s website 

7. Twitch’s premium subscription could be integrated / merged with the Amazon Prime subscription, 
offering greater benefits to both groups 

8. If Amazon does decide to enter the video game industry, having the world’s largest video content 
distributor would grant a massive marketing advantage – they could ‘demo’ people playing their 
console live on the platform 
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CREDIT UNIONS (CHALLENGE) - QUESTION/INTRODUCTION 

 
Your client is a credit union, which operates 120 bank branches throughout Ontario and Manitoba. In the 
previous year, they earned $8B in revenues and $500M in profits, which was an increase of 3% over the year 
before. Recently however, they have noticed that their profitability is significantly lower than other credit 
unions that operate similar numbers of bank branches in other regions. The client has hired our firm to 
identify the causes of the discrepancy in profits as well as way to solve it. 
 
NOTES FOR INTERVIEWER 

 
Although the underlying structure of this case is a profitability calculation, the challenge in the case comes 
from needing to understand the credit union business on a deeper level than usual in order to identify the 
correct solutions. In order to get this understanding, they should ask about the business and how it makes 
money, so that they have more grounding when they start looking at the drivers of profitability. In addition, 
they should look at what competitors are doing so that they can identify why the client is less profitable. 
 
ADDITIONAL INFORMATION 

 
Only give if requested: 

 The overall financial services industry can be divided up into three areas: insurance, banking and 
payments – credit unions are only licensed to operate in banking and payments 

 Credit unions typically operate in a limited geographical region and offer a more community-focused 
banking experience than the banks (which are much larger and thus can offer a greater variety of 
services); another major difference between banks and credit unions is that the branches of a credit 
union are all semi-independent and run by their local owners, whereas a bank has full control over 
the actions of any of their branches 

 The typical customer of a credit union is older and less wealthy than the typical client of a bank; they 
are also very likely to have grown up in the same region as they currently live 

 When customers were polled about the most important reason why they chose their current bank or 
credit union: 27% said grew up with that bank, 22% said availability of products, 18% said fees 
and/or interest rates offered, 15% said customer service and bank culture, 12% availability of ATMs 
and bank branches, 6% said variety of products available 

 The banking sector makes money by making loans at a higher interest rate than their source of 
funding; the sector is growing at a rate of 2% annually and profit margins average 8% 

 The payments sector makes money from fees by facilitating payments and transfers, either through 
debit and credit cards or money transfer services; the sector is growing at a rate of 5% annually and 
profit margins average 10% 

 Our client’s banking division manages 3M client accounts, which earns a total of $6B in revenues and 
earns $300M in profits; the client’s payments division processes 2B transactions per year, earning $2B 
in revenues and $200M in profits 

 We know that similarly-sized competitors earn $2000 per account in banking and $1.50 per 
transaction in payments 

 Any loans not funded by deposits need to be funded through short-term debt, which costs 
significantly more than deposit funding 

 Any deposits in excess of available loans earn a very low interest rate 

  



QCA Case Interview Preparation Sessions | Case Book           

 

QCA Case Prep Guide, September 2015: Case Section | 100 

DATA AND ANALYSIS 

 
When the candidate gets to the information comparing the client’s performance to that of other similar credit 
unions, they should look at both the relative revenue generation and profitability of both segments (banking 
immediately below, payments halfway down page) 
 
For the banking division, the client earns $2000/account ($6B divided by 3M) and a profit margin of 5% 
($300M / $6B). Thus the revenues are equal to the industry average, but the company has lower margins, 
which imply that their costs are higher than competitors. Once they get this conclusion, ask them to think of 
what some of the major costs for the retail banking operation would be. The answer you are looking for is 
their funding costs (the cost of the money they loan out). If the candidate has a weaker knowledge of 
banking, they may need some help to get this answer, but once they do, give them Exhibit 1. 
 
The insight from this graph is that the client’s deposits do not match up well with their loans (remind the 
candidate if necessary that deposits are a source of funding – and thus a liability, while loans made are an 
asset of the bank), so some branches are forced to fund loans with high-cost short-term debt, while other 
banks have deposits going to waste since they don’t have enough loans. To resolve this problem, the 
candidate should suggest two solutions. The first is to increase the amount of deposits at the underfunded 
branches. To do this, the candidate should draw on the customer profile to better market to them. The 
second is to move deposits between banks to even them out. If the candidate just suggests moving them, 
remind them that credit union branches are independent and ask how they could incentivize overfunded 
branches to give underfunded branches their deposits. The answer is that they could borrow the deposits and 
pay some interest rate higher than what unused deposits earn, but lower than the interest rate on short-term 
debt. 
 
For the payments division, the client earn $1/transaction with a profit margin of 10% ($200M/$2B), so they 
are earning lower revenues than the industry average, although their profit margins are on par with the 
standard. Once they recognize this, give them Exhibit 2.  
 
From this graph, they should recognize that the richest customers disproportionately use the more expensive 
services. They should also remember that credit union customers are typically less wealthy than the average 
bank customer. If they ask, tell them that 0.25% of the client’s customers are in the richest 2%, 9.75% are in 
the next richest 18% and the remaining 90% are in the poorest 80%. To solve the revenue issue, they should 
suggest attracting more wealthy clients and then prompt them to think of a strategy to do so. 
 
CONCLUSION 

 
1. There were two main issues holding back profitability: high funding costs in the banking division and 

low revenue per transaction in the payments division. 
2. To reduce funding costs, we should allow bank branches to lend more easily to each to reduce both 

unused deposits and reliance on short-term debt. 
3. In the payments division, we need to attract wealthy customers who use the most expensive services. 

One way to do this will be to partner with credit unions in other regions to offer our services across 
the entire country. 
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EXHIBIT 1 
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EXHIBIT 2 
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DOLLAR STORE (CHALLENGE) - QUESTION/INTRODUCTION 

 
Your client is an owner of a chain of dollar stores across the United States. Although business has boomed as 
a result of the recession, as customers have shifted away from big box retailers to cheaper alternatives, the 
firm has found that profit growth has not done as well as revenue growth. Since revenue growth has started 
to slow, improving profitability has become a key priority for the client and they have hired us to investigate 
the issue. 
 
NOTES FOR INTERVIEWER 

 
This case is a relatively simple profitability case. In fact, since the candidate is told that revenue growth has 
been strong in the past, they should automatically recognize that costs are more likely to be the issue in the 
case. Therefore, the candidate should move fairly quickly through the main portion of this case and onto the 
calculations. Since the core ‘case’ portion is fairly easy, the calculations are more detailed, making this case 
good for practicing case math. 
 
ADDITIONAL INFORMATION 

 
Only give if requested: 

 Overall retail sales growth has been 0.5% in the United States, with the discount store subsection 
growing at 4%; our client has grown at a CAGR of 5.5% over the past five years 

 Although revenues have grown by 5.5% per annum, profits have only grown at a 1% CAGR, 
compared to 3% for the discount store subsection as a whole 

 Historically, the main customer group for discount stores were poor households, particularly those 
on government assistance. For this reason, most stores accept government food stamps as a method 
of payment. However, over the last 4 years, the major source of growth for the category has been 
lower middle class households shifting their purchases towards cheaper alternatives like dollar stores 

 Our client competes directly with three other major dollar stores chains in the United States and is 
the smallest of the four companies (by revenue and by number of stores); it also competes indirectly 
with other discount stores, like Walmart 

 Within the dollar store segment, there are two main pricing strategies: offer every item in store at $1 
and offer a more limited selection of items, or offer items at prices ranging from $1 - $5 and restrict 
size and quality of products so that they can be offered within this price range, allowing for a greater 
variety of products 

 Of the four dollar store chains, two (including our client) use the all $1 strategy, and two of the 
competitors use the broader low-price strategy 

 The largest area of cost for the firm is COGS, which represents ~80% of sales on average, although 
this differs from product to product 

 The top 5 SKUs make up 80% of the firm’s revenues and effectively all of its profits, once overhead 
is allocated by product line 

 
DATA AND ANALYSIS 

 
Once the candidate starts asking about the specific profitability of the different SKUs, give them Exhibit 1. 
They should immediately recognize that one of the largest issues is that Product B is unprofitable because its 
variable cost is greater than $1. They may also note that Product D is extremely profitable because its variable 
cost is negligible. Give them the following cost figures and ask them to calculate gross profits by product. 
Product A costs $0.80 per unit, Product B costs $1.10 per unit, Product C costs $0.60 per unit, Product D 
costs $0.20 per unit, and Product E costs $0.90 per unit. Profit calculations are shown below: 
 

Product A Product B Product C Product D Product E 
Unit sales 40M  25M  15M  10M  10M 
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Revenue/unit $1.00  $1.00  $1.00  $1.00  $1.00 
Cost/unit $0.80  $1.10  $0.60  $0.20  $0.90 
Profit/unit $0.20  $-0.10  $0.40  $0.80  $0.10 
Net profits $8M  $-2.5M  $6M  $8M  $1M 
 
With total profits equal to $20.5M. 
 
After getting this calculation, tell them that the client has been considering a number of pricing strategies to 
improve profits  and want us to identify which will improve profits the most. 
 
Tell them: “The first strategy is moving away from pricing everything at $1 and instead have a variety of 
prices to reflect costs. Under this strategy, the prices of A, B, and E will be raised to $1.50 and the price of D 
will be lowered to $0.50. Unit sales of A are expected to fall by 25%, B by 20% and E by 10%; unit sales of D 
are expected to rise by 50%.” The candidate should then calculate the new unit sales and profits, as shown 
below: 
 
  Product A Product B Product C Product D Product E 
Unit sales 30M  20M  15M  15M  9M 
Revenue/unit $1.50  $1.50  $1.00  $0.50  $1.50 
Cost/unit $0.80  $1.10  $0.60  $0.20  $0.90 
Profit/unit $0.70  $0.40  $0.40  $0.30  $0.60 
Net profits $21M  $5M  $6M  $4.5M  $5.4M 
 
With total profits equal to $41.9M (more than double base profits). 
 
Now tell them: “The other idea was to cut the least profitable products out, with the hope that customers 
would shift their spending towards the more profitable units. Under this strategy, Products B and E would be 
eliminated, leading to a 50% increase in sales of A, 40% increase in sales of C and doubling in sales of D.” 
Again, they should calculate profits as shown below: 
 
  Product A Product B Product C Product D Product E 
Unit sales 60M  0M  21M  20M  0M 
Revenue/unit $1.00  $1.00  $1.00  $1.00  $1.00 
Cost/unit $0.80  $1.10  $0.60  $0.20  $0.90 
Profit/unit $0.20  $-0.10  $0.40  $0.80  $0.10 
Net profits $12M  $0M  $8.4M  $16M  $0M 
 
With total profits equal to $36.4M (80% higher than the base case). 
 
After this, the candidate may ask if it would be possible to engage in both strategies simultaneously (or some 
combination of partially using both). Tell them it’s a good idea, but not something the client wants to pursue 
immediately. Once the candidate has discussed the results from the calculations, ask them to conclude the 
case. 
 
CONCLUSION 

 
1. We identified that the major constraint on profits is that prices for products are not aligned with their 

cost of goods sold, including some products that are sold below cost. 
2. The best strategy is to move towards a cost-based pricing strategy, raising the price of the most 

expensive products and lowering the price of the cheapest products, which will raise profits by more 
than 100%. 

3. In the future, the company should look for product categories that it can enter for its new middle-
class shoppers, that can be provided cheaply to match the existing price level. 
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EXHIBIT 1 
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ENERGY GENERATION (CHALLENGE) - QUESTION/INTRODUCTION 

 
Your client is a major American energy generation company that operates a portfolio of power plants across 
the Midwest. In recent years, they’ve seen profits stagnate and are concerned about the long-term profitability 
of their operations. They’ve hired us to determine the cause of this stagnation in profits as well as to devise a 
strategy to improve the company’s overall performance. 
 
NOTES FOR INTERVIEWER 

 
Although this seems like a standard profitability case, candidates may fall into the trap of trying to improve 
the profitability of the individual power plants. As the interviewer, you will want to direct them to focus on 
the portfolio of power plants as a whole to recognize that the best strategy to improving profits is selling the 
underperforming power plants. In addition, when looking at the cost curve, many candidates will struggle to 
understand the economics of the industry. Since it is a commodity market with constrained capacity, the 
market price will be equal to the cost of the first company to not produce any electricity. 
 
ADDITIONAL INFORMATION 

 
Only give if requested: 

 Large number of competitors in the industry and no single company has a large market share 

 Due to the high capital costs of opening a new power plant, there have been no new entrants over 
the last decade and it remains unlikely that any new companies will try and enter in the upcoming 
years 

 Our client (and all competitors) generate the electricity and sell it to the power grid, which is run by a 
separate company 

 The power grid sees the electricity generated by each company as being exactly equal, so all 
companies will receive the same price and the power grid will purchase electricity purely based on 
price 

 Differences in costs between power plants are a combination of generation method and geographic 
location – lower cost methods are capacity constrained, so costs rise as a greater amount of energy is 
needed 

 Each plant has $550 in fixed costs in addition to the variable cost of generation listed on the graph 

 Assume that it’s not possible to change the cost of generating electricity at a particular power plant – 
nor to change the capacity of an individual power plant 

 Demand for electricity is equal to 1100MWh (Megawatt hours) 

 Assume that if a plant is closed, its generating capacity is removed from the market permanently 
 
DATA AND ANALYSIS 

 
Once they get to the idea of reducing costs at the corporate level, not at the level of an individual power 
plant, give them Exhibit 1. 
 
They should recognize that the client operates a mix of high and low cost power plants, leaning slightly 
towards the more expensive. Ask them how they would determine the market price. They may try to solve for 
the market price without asking for the level of demand. If they do so, remind them that the price of a 
commodity is determined by both supply and demand. 
 
They may make the mistake of assuming that the lowest cost producer will take the entire market. This arises 
if they do not properly read the note at the bottom of the Exhibit that shows how all the power plants are 
capacity constrained and can produce 100MWh at most. 
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The next most common mistake is that they’ll assume the price is equal to the cost of the highest-cost 
producer who does generate electricity. Lead them through the following thought exercise: 
 
1. Suppose the price is currently $30 (equal to cost of highest active producer) 
2. Now suppose that every power generating plant raised their prices by $0.50. Would there be any new 
competition at this higher price?  
3. They should see that no competitor who was not previously producing will come into the market 
4. They should then conclude from this that the maximum price without attracting new entrants is $31 (or 
$30.99). 
 
From this, they should calculate the profitability of each plant as well as the company as a whole. 
 
   Plant E   Plant J    Plant L 
Electricity Generated 100MWh   100MWh   0MWh 
Price of Electricity $31    $31    $31 
Revenues  $3100    $3100    $0 
Variable Cost  $1000    $2500    $0 
Gross Margin  $2100    $600    $0 
Fixed Cost  $550    $550    $550 
Net Profit  $1550    $50    -$550 
 
For a total net profit of $1050 for the firm. 
 
The first thing that they should suggest as a way of improving the firm would be closing down Plant L. Once 
they do this, ask them to recalculate the firm’s profitability assuming that the Plant is closed. The incorrect 
answer is to say that the profits of the firm rise to $1600, just by removing the fixed costs. The insight is that 
with that capacity removed, the market price will rise to the cost of the next highest-cost producer, which is 
Plant M for a market price of $33. 
 
   Plant E   Plant J  
Electricity Generated 100MWh   100MWh 
Price of Electricity $33    $33 
Revenues  $3300    $3300 
Variable Cost  $1000    $2500 
Gross Margin  $2300    $800 
Fixed Cost  $550    $550 
Net Profit  $1750    $250 
 
For a total net profit of $2000. 
 
Next ask them if they have any other ideas for raising net profits. Let them talk through whatever ideas they 
have, then suggest that they could also close Plant J (since this will again push up prices by reducing the total 
capacity of the industry). After doing this, prices will rise to $36.1 per MWh 
 
   Plant E 
Electricity Generated 100MWh 
Price of Electricity $36.1 
Revenues  $3610 
Variable Cost  $1000 
Gross Margin  $2610 
Fixed Cost  $550 
Net Profit  $2060 
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Since the overall increase in profits is relatively small, ask them to discuss the benefits vs. costs of closing 
Plant J. Costs should focus on the risks of having all generating capacity in one power plant. Once they’ve 
done this, say the following: 
 
“Suppose that we expect 200MWh of wind generating capacity to come online in the next 5 years. In the long 
run, what will this do to the industry and energy prices?” 
 
Since you specified that it was in the long run, the candidate should recognize that the cost of generation for 
wind is effectively zero (ignoring installation costs), so this will add 200MWh to the lowest end of the market, 
pushing prices down to $30/MWh (which would make Plant J unprofitable if not already closed). 
 
After this, ask them to conclude. 
 
CONCLUSION 

 
1. The client should close Plant L as this will nearly double profitability in the short term by eliminating 

the fixed costs of that plant. 
2. They should also consider closing Plant J as the boost to prices by restricting supply is greater than 

the lost profits from the plant. 
3. In the long term, the company should invest in lower-cost production methods and renewable 

energy to prepare for the introduction of wind generation capacity. 
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EXHIBIT 1 
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GLOBAL BEER COMPANY (CHALLENGE) - QUESTION/INTRODUCTION 

 
Your client is Anheuser-Busch InBev, the world’s largest beer-maker, marketing brands such as Budweiser, 
Bud Light, Corona, Stella Artois, Alexander Keith’s and Labatt. Over the past 10 years, they have managed to 
increase their market share in North America through a combination of new brands and acquisitions of their 
competitors. However, the market has become saturated and they have started to look for a new market to 
enter. As a result, they have hired our firm to identify the best international expansion opportunity and 
develop a strategy to enter that market. 
 
NOTES FOR INTERVIEWER 

 
This is an archetypal market entry case: the candidate needs to identify what would make a market attractive 
for the client to enter, then perform some analysis to identify the most profitable market. The majority of the 
case is driven by the information given on the two exhibits, so there is limited additional information for the 
interviewer to give. However, they should make sure that the candidate is driving towards a solution when 
looking at the charts, rather than just discussing the information and not getting anywhere productive. 
 
ADDITIONAL INFORMATION 

 
Only give if requested: 

 At the moment, the client is only looking to enter a single market and is concerned about both short-
term profits and long-term profitability 

 Assume that the client does want to enter an international market (e.g., this is not a go/no-go 
decision, just which country) 

 Assume that the client has the financial resources to support any expansion effort that we 
recommend they take 

 Brazil has 200M potential customers, Nigeria has 250M and China has 1.4B 

 Based on our market research, we expect the client to achieve a market share of 25% in Brazil, 40% 
in Nigeria, or 5% in China, depending on which market they enter 

 The average Brazilian or Nigerian customer will buy 100 units of beer per year; the average Chinese 
customer will buy 50 units of beer per year 

 Our client plans to allocate $2B to cover the fixed costs of entry and operating in the chosen market 
(e.g., marketing, set-up of factories and other facilities, and the overhead on their operations); this 
amount will be the same irrespective of what market they enter 

 
DATA AND ANALYSIS 

 
The candidate should start by laying out all of the different criteria that they will use to determine if a 
particular market is attractive to the client. This line of analysis should very quickly lead them to Exhibit 1. 
 
There are three important pieces of information that the candidate can pull out of this chart. The first two are 
the obvious ones, since they are the axes of the graph: the five-year CAGR and average price level. The other 
one is the approximate size of the market, which can be proxied by the size of the country as a whole. Thus 
generally speaking, the larger bubbles correspond to larger markets. For a candidate who has not previously 
seen a bubble chart, this insight might require some prompting from the interviewer in terms of what the size 
of a bubble might mean. An astute candidate will notice that any information about costs or profit margins is 
missing from this graph. However, encourage them to initially focus on the markets that offer the greatest 
revenue potential and choose the best three. This should cause them to identify Brazil, Nigeria and China as 
the best markets. All three of these are large markets (over 100M people); Brazil and Nigeria have above 
average prices; and China and Nigeria have high growth rates. They may lean towards the United Kingdom 
because it has the highest prices, but the size and growth rates of the market are just too low to represent a 
significant revenue opportunity. 
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After identifying these three markets, give them Exhibit 2. Based on these figures, as well as the information 
listed above, they should calculate the annual profits for each region, as shown below: 
 
   Brazil   Nigeria   China 
Price   $2.75   $2.25    $1.25 
Variable Cost  $1.75   $1.85    $1.05 
Gross Margin  $1.00   $0.40    $0.20 
 
Market Size  200M   250M    1400M 
Market Share (%) 25%   40%    5% 
Market Share (#) 50   100    70 
Purchases/Year 100   100    50 
Total Sales (#)  5000M   10,000M   3500M 
Gross Margin ($) $5000M  $4000M   $700M 
Fixed Costs ($)  $2000M  $2000M   $2000M 
Profits ($)  $3000M  $2000M   $-1300M 
 
Based on the above calculations, they should see that Brazil offers the best short-term profits. Next, ask 
about what risks the client may face moving into this market. Some potential areas that they could bring up 
are: political risks, social risks (e.g., social unrest), operational risk, etc. A good candidate should identify three 
or more areas of risk and give a sense of how pressing they are. Finally, ask them to decide which market to 
recommend. Although Brazil offers the best short-term profits, Nigeria is also growing faster. Thus they can 
recommend either as long as they justify why they are making their choice.  
 
CONCLUSION 

 
1. To expand their business internationally, the client should move into Brazil as it offers $3B in annual 

profits immediately after entering. 
2. Although it is growing more slowly than Nigeria, it will take several years for Nigeria to catch up, by 

which time our client may be ready for another market entry. 
3. The most significant risk our client may face is operational risk when opening several new large 

factories in the country, but their depth of experience should allow them to mitigate this risk. 
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EXHIBIT 1 

 

 
  



QCA Case Interview Preparation Sessions | Case Book           

 

QCA Case Prep Guide, September 2015: Case Section | 113 

EXHIBIT 2 
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STEEL MANUFACTURING (CHALLENGE) - QUESTION/INTRODUCTION 

 
Your client is a major steel producer operating in the American Midwest. Over the past couple of years, 
demand for steel has declined sharply, even as large amounts of new capacity have been added to the 
industry. As a result, profitability in the industry has collapsed and put many of the companies in peril. On 
analyst report speculated that about 50% of companies in the industry would be forced into bankruptcy over 
the next 5 years. After reading this report, the client’s CEO hired us to help think through the future of their 
business. 
 
NOTES FOR INTERVIEWER 

 
This case is a much higher-level case than most, partially because there is no clear right answer to whether or 
not the company should stay in business. As long as the candidate recognizes that they are trying to identify 
whether the company should close or not, they are on the right track to one of the many ‘right’ answers. The 
real crux of the case is a discussion about how much risk the senior management of this firm would be willing 
to tolerate. For this reason, this case should only be given by an interviewer who would feel comfortable 
discussing the business situation in general. Thus generally someone with some consulting or similar business 
experience would make for the best interviewer. 
 
ADDITIONAL INFORMATION 

 
Only give if requested: 

 We can assume that the analyst report is approximately accurate. Although the exact number may not 
be 50%, many companies in the industry will go bankrupt in the next 5 years 

 A similar pattern of overcapacity, steel price crashes and bankruptcy had happened twice before in 
the past. Typically the companies that survived the downturn ended up twice as profitable as they 
had been before the crash 

 Our financial resources are not significantly different than those of the other firms in the industry, so 
we cannot predict whether we will survive based on that 

 Historically, the management of firms that went bankrupt were forced into early retirement by the 
stigma of presiding over a failed firm 

 A competitor has offered to buy the client at a 20% discount to what the client sees as the value of 
their business 

 The industry is characterized by many small firms, each of whom made the decision to expand 
capacity independently due to high steel prices during the past 2 years 

 The profitability of steel firms in the industry varies widely, mostly based on the operational 
efficiency of each firm’s smelting process (process of turning iron into steel) 

 The client firm’s smelting wastage ratio is 15% 

 Ore quality is determined by the supplier and is impossible to change without switching to another 
supplier; assume that by switching suppliers, the cost would go up, but waste would fall to 10% 
(from 30%) 

 Waste in electrolysis and reduction can be reduced by half at minimal costs by adopting industry best 
practices, no further reduction would be possible 

 No other areas of smelting wastage can be reduced by a significant amount without incurring 
prohibitively high costs 
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DATA AND ANALYSIS 

 
When the candidate recognizes that there may be data available that distinguishes why certain companies 
survived and others did not in past downturns, give them Exhibit 1. 
 
They should recognize that on average, firms with lower smelting wastage ratios (i.e., better operational 
efficiency) tended to survive the last downturn and those with higher wastage ratios did not. However, they 
should also note that having a low wastage ratio does not guarantee survival, it just improves the probability. 
Although it is not necessary for the candidate to calculate exact probabilities, the odds of survival in each 
bucket are listed below: 
 
  Smelting Wastage Ratio   Odds of Survival (%) 
   >35%      0% 
   30% - 35%     33% 
   25% - 30%     40% 
   20% - 25%     50% 
   15% - 20%     46% 
   10% - 15%     58% 
   5% - 10%     75% 
   <5%      70% 
 
Even without the exact probabilities, they should recognize that the odds of survival in the 10% - 20% range 
are not great. Furthermore, because the client’s ratio is exactly 15%, they cannot be sure which of the two 
buckets it falls into. They should ask if there is any possibility to reduce the wastage ratio, at which point, give 
them Exhibit 2. 
 
Since the largest contributors to smelting wastage are ore quality, electrolysis and reduction (in that order), 
they should ask about each and find that in total, they can reduce smelting wastage by 40%, which takes the 
overall ratio from 15% to 9% (60% of 15%). 
 
At this point, the client firm is clearly in a safer bucket and thus it might be reasonable to suggest that they 
stay in business. However, push the candidate to discuss the risks of both possible strategies (selling out and 
remaining in business). In particular, note that in an acquisition, there is some possibility that the acquirer will 
fire the existing management team. On the side of staying in business, there is still a 1-in-4 chance that they 
will fail and that by switching suppliers, they have both raised their cost and damaged an existing business 
relationship. Also, note that the client may adopt these changes, but that competitors can do the same as well. 
Finally, what distinguished successful and unsuccessful firms in the past might not continue to be true. 
Regardless of which perspective the candidate takes, they should endeavour to convince you of their side 
 
CONCLUSION 

 
1. The client should remain in business and turn down the acquisition offer. Although they face short-

term risks, surviving until the next upturn will provide significant benefits. 
2. To increase their chances of surviving, they should switch to a high-quality ore supplier, and adopt 

industry best practices in their smelting operation. 
3. By doing so, they best position themselves to ride out the downturn as similarly efficient firms did 

during the last downturn.  
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EXHIBIT 1 
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EXHIBIT 2 
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POLIO AND THE UNITED NATIONS (CHALLENGE) - QUESTION/INTRODUCTION 

 
Your client is the United Nations, who have hired you to help them with their fight to eradicate polio. 
They’re struggling with two related problems. One, out of the countries that have requested their help to fight 
polio, which should they choose to go into first. Second, once they have chosen a particular location to go 
into, what factors need to be considered to ensure success. To start, what are the characteristics you would 
look for to identify the best location for the UN to start with? 
 
NOTES FOR INTERVIEWER 

 
This case is a very unusual scenario – most candidates will have little, if any, background on the minutiae of 
large-scale vaccination campaigns. However, this problem does force people to be able to apply structured 
thinking to cases even outside of their sphere of knowledge. Also unlike most cases, this case is fully 
interviewer-driven (a la McKinsey-style cases), since the interviewer will walk the candidate through a series of 
relatively independent questions until they reach the conclusion. 
 
DATA AND ANALYSIS 

 
After the first question, the candidate should list some factors, such as: prevalence of polio in the country, 
overall population of the country, death rate from polio, quality of countries medical system, quality of 
infrastructure (ease of transportation), cultural attitudes towards ‘outsiders’ and medicine in general. Make 
sure to ask probing questions so that the candidate fully explains the category and why they think it is 
relevant; this is especially important if the candidate comes up with an odd category in their response. 
 
Once they’ve created a good list and justified all of the ideas they’ve listed, give them Exhibit 1. In this chart, 
they should notice the three important data points: the prevalence of polio as a percentage of the population, 
the death rate, and the overall population of the country. Obviously a location that has high values for all 
three of these data will be the most attractive as a starting location. Based on this, the candidate should 
gravitate to one of two locations: India and Pakistan. Although Pakistan has a high prevalence and death rate, 
India’s massive population means that it almost certainly has more cases overall. If the candidate asks if they 
can choose two countries, tell them the UN wants only one country and thus they have to choose. 
 
After they’ve made their choice, ask them: “Let’s suppose that the UN chose to start in Pakistan. They plan 
to fight polio by vaccinating uninfected people against the disease. What factors do you think are most 
important to consider when they are planning their strategy for entering Pakistan?” Again, the candidate 
should give an number of different factors and explain their reasoning for including them. Be sure to test 
them if they seem uncertain about a particular idea, so that they keep only the ones they truly believe should 
be there. 
 
Next, give them Exhibit 2 and tell them: “The UN has conducted some research on polio vaccinations and 
have produced a chart to help guide our decision. What do you think about this data?” As soon as the 
candidate understands that the graph shows the decline in the infection rate as the vaccination rate increases, 
they will notice that at around 40% vaccination, infections decline dramatically. Once they make that 
observation, ask them why this might be. The answer is the idea of ‘herd immunity,’ which is the concept that 
as more people are vaccination, there will be fewer channels of transmission for the disease. Since it will be 
less likely that any given person will encounter someone carrying the disease, the likelihood that they will 
contract it will fall as well. 
 
Once they’ve explained this phenomenon, ask them what vaccination rate the UN should target in the short 
and long term.  
 
In the short term, a reasonable target would be some number around 50% - 60%. The reason for being above 
50% is so that the UN can fully capture the sharp decrease that occurs around 40%. A common mistake is 
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suggesting 40%, since this is where the decrease is the sharpest. However, this causes them to miss out on 
sharp declines just after 40% (e.g., at 40% vaccination, there’s an infection rate of 20%, at 41% vaccination, 
infection rates are 13%, and by 50% vaccination, infections have fallen to 7%).  
 
In the long term, they should target some number between 80% and 90% so that they can fully eradicate 
polio. As a result of the herd immunity effect, they do not need to vaccinate 100% of people to achieve a 0% 
infection rate (in this graph, infections hit 0% at 86% vaccination). 
 
Following this, ask them: “Another area that they want us to look into is their distribution method. Broadly 
speaking, distribution strategies can be more centralized, operating out of a few of the largest cities, or more 
decentralized, with UN workers going out to the smaller visitors to distribute the medicine. What are some 
advantages and disadvantages of each?” The candidate should come up with some of the following ideas, or 
others: from a financial perspective, centralized models will be cheaper for the nearby people, but more 
expensive to reach those farther away; from a safety perspective, it will be much easier for the UN workers to 
administer a centralized model, rather than needing to go out to the villages; finally, from the perspective of 
maximizing vaccination, it is possible that under a centralized model, many people from farther away will not 
come and get vaccinated, meaning that these smaller towns will remain susceptible to polio as their local 
vaccination rates will not be high enough to create herd immunity. 
 
Last, tell them: “The UN wants us to calculate the total cost of some of their different distribution methods. 
Pakistan has an overall population of 200M people and the UN wants to estimate the cost of vaccinating half 
of them. They are considering three different distribution methods, A, B, and C (in order from most to least 
centralized). Method A costs $200 per person for the first 40M people and then $800 per person for everyone 
after that. Method B costs $300 per person for the first 80M people and $700 per person thereafter. Finally, 
Method C costs $500 per person for everyone.” 
 
The candidate should calculate the costs as shown below: 
 
    Method A Method B Method C 
Target vaccination number 100M  100M  100M 
Vaccinations at lower rate 40M  80M  100M 
Vaccinations at higher rate 60M  20M  0M 
Low rate total cost  $8B  $24B  $50B 
High rate total cost  $48B  $14B  $0 
Overall cost   $56B  $38B  $50B 
 
Thus Method B has the lowest overall cost. Once they get this, ask the candidate what a potential issue with 
adopting Method B might be from a financial perspective. The insight is that the long-term target is much 
higher (~90%), so while Method B might be cheaper for the first 100M, Method C is likely to be cheaper for 
larger numbers (Method C becomes cheaper after 80% vaccination rates). After this, ask them to conclude 
 
CONCLUSION 

 
1. To start the UN’s vaccination program, they should go into Pakistan, which has the highest polio 

prevalence and death rates among their population. 
2. To ensure that all regions can achieve herd immunity, the UN should choose a decentralized 

distribution strategy, which will limit the costs of achieving high immunization rates. 
3. Our estimates show that achieving full immunity will cost around $90B, so this will need to be a 

long-term project for the UN. 
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EXHIBIT 1 

 

 
  



QCA Case Interview Preparation Sessions | Case Book           

 

QCA Case Prep Guide, September 2015: Case Section | 121 

EXHIBIT 2 
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MINE ACQUISITION (CHALLENGE) - QUESTION/INTRODUCTION 

 
Your client is a major mining company operating mines in 26 different countries and producing 8 different 
metals. Recently, one of our client’s competitors has expressed an interest in selling two of their mines, and 
our client is considering buying these mines. As such, they’ve hired us to help them think through the 
potential acquisition as well as identify any other factors they should consider as they proceed. 
 
NOTES FOR INTERVIEWER 

 
This case focuses on the question of an acquisition, which is slightly unusual among cases. The areas that the 
candidate should cover are the following. ‘Industry,’ meaning they should get an understanding of the overall 
operating environment and market structure, including the client’s place within it. ‘Strategy,’ meaning the 
motivations for the client to buy the mines, and the competitor’s motivations to sell the mine. ‘Financial,’ 
meaning the value of the mine’s profit streams to the client. ‘Risks,’ (self-explanatory) and ‘Implementation.’ 
Except when the candidate is very proficient, they will not be able to fully explore all of the questions in this 
case. Thus, the interviewer should choose to skip through some of the sections if the candidate is running 
behind. Finally, this case is more interviewer driven that many cases, so that the candidate is forced to cover 
more territory in the limited time of the case. 
 
ADDITIONAL INFORMATION 

 
Only give if requested: 

 The client does not currently operate any mines in the country where the two mines are located 

 Our client mines the metals and then sells them onto the world market at the going market price; we 
can assume that the client is small enough relative to the world market that it can sell as much metal 
as it can mine at the going market price 

 Assume that the client currently does produce the metals that these two mines produce 

 Assume that the client has sufficient financial resources to support any acquisition bid that we 
recommend; additionally, assume they have sufficient non-financial resources (e.g., personnel, etc.) 
and expertise to integrate the mines with their current operations 

 Aside from the competitor selling the mines, competitors are not relevant to the analysis 

 The competitor is willing to sell just one mine if offered a good price 
 
DATA AND ANALYSIS 

 
Once the candidate has explored the basic operating environment, ask them why the client might be 
interested in buying mines to add to their operation. Some potential answers might be (i) add to net profits, 
(ii) expand into a new geographic region, (iii) replenish supplies of a metal that existing mines are running out 
of – among other potential answers. Once they have come up with a few ideas, tell them that the client is 
focused mainly on profitability and as such, wants to purchase any mine that adds to net profits. 
 
Next, ask the candidate why a competitor might be interested in selling their mines. Some potential answers 
might be (i) the mines are unprofitable, (ii) desire to exit a particular line of business (or exit the mining 
business altogether, (iii) poor fit with rest of the organization, (iv) need to raise cash for some corporate 
purpose. Once they have thought of a few potential reasons, tell them that the competitor needs to raise 
$150M above what they get through operating cash flows to pay back long-term debt that is coming due and 
thus are forced to sell assets to meet the debt obligation. 
 
Soon after this discussion, the candidate should indicate that they want to calculate the profitability of the two 
mines. Give them the following information: “There are two mines, call them Mine A and Mine B. Mine A 
produces silver and Mine B produces lead. Mine A produces 24,000 tonnes of ore per year, while Mine B 
produces 40,000 tonnes of ore per year. This ore contains both worthless rock and saleable metal, so the 
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client will also process this ore to extract the metal. One tonne of silver ore contains 25 pounds of silver and 
one tonne of lead ore is 40% lead. Finally, the market price of silver is $120 per pound and the market price 
of lead is $4000 per tonne.” Based on this information, the candidate should be able to calculate the revenues 
of each mine as shown below: 
 
    Mine A    Mine B 
Ore produced (tonnes)  24,000    40,000 
Metal produced  600,000 lbs   16,000 tonnes 
Revenues   $72M    $64M 
 
Once they calculate this, they should ask about costs. Tell them: “For simplicity, the client combines all of its 
costs, fixed and variable, and reports them on a per-tonne-of-ore basis. The total cost is $2000 per tonne of 
ore, and this is true for both mines.” This should give them the profit calculation as shown below: 
 
    Mine A    Mine B 
Ore produced (tonnes)  24,000    40,000 
Total costs   $48M    $80M 
Profits    $24M    $-16M 
 
A common mistake is to combine the two mines together, so they will see total profits as being $8M, even 
though Mine B is unprofitable (and the client has the option of only buying one mine). Moving on from this, 
the candidate might ask what price the competitor is asking for the mines. Tell them that the competitor has 
not named a price, but instead wants us to come to the negotiation with an opening bid from which we can 
negotiate. The candidate should recognize that to create an opening bid, we need to know the value of the 
mine to the client. Ask them what factors would be important in determining the valuation. Some important 
factors are: (i) the lifetime of the mine (i.e., how long it will be producing) (ii) the discount rate used by the 
client – which is in turn a factor of (iii) the riskiness of the investment and (iv) general market factors, like 
market interest rates and availability of other profitable investments.  
 
Once they have spent enough time thinking about this to exhaust all of their ideas, tell them that putting all 
the factors together, the client values the mine at 10 times annual profit (meaning Mine A is worth $240M). 
With this information, ask them to pick the dollar value the client should give as their opening bid and justify 
why that is a good bid. A common mistake is to suggest $240M as the bid (with the rationale that it is the 
client’s valuation of the mine). However, if they pay the value of the mine, they will be no better off owning 
it. The ‘correct’ answer is to remember that the competitor has $150M in long-term debt coming due. Thus 
the candidate could say that an opening bid should be $150M, since the competitor will accept nothing lower. 
If they mention the $150M in debt, but argue that the client should offer more to encourage the competitor 
to accept immediately rather than negotiate, or some similar rationale, a higher number can also be justified. 
However, any correct answer must at least reference the long-term debt figure. 
 
Once they have reached this conclusion, ask them what risks the client might face after buying this mine. A 
few potential risks could be: (i) economic risk – any of the variables going into the profit forecast might be 
wrong, (ii) operational risk – there might be some accidents at the mine operations themselves, (iii) political / 
legal risk – country’s political environment may be unfriendly to the company. Once they identify political or 
legal risk, tell them that the mines are located in Angola. Then ask: “About 5 years ago, the government of 
Angola took over an oil company operating in their country. The same government is still in power today, but 
I don’t think we face the same risk of expropriation, why is that?” The candidate may come up with many 
theories, but the correct answer is: the government took over the company to provide heating fuel to their 
citizens, but unlike the oil company, a silver mine has few, if any, everyday uses, thus there’s little risk that the 
government will take over the mine to benefit the citizens. Note that very few candidates will get the correct 
answer without at least some help. 
 
After this, ask the candidate to conclude the case. 
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CONCLUSION 

 
1. The client should offer $150M to purchase just the silver mine from the competitor. Since they need 

to raise this amount, there’s a powerful incentive to agree quickly, allowing the client to gain the 
$24M in annual profits cheaply. 

2. Although there is some political risk, silver does not have many everyday uses and thus is not a likely 
target for expropriation. 
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JET ENGINE R&D (CHALLENGE) - QUESTION/INTRODUCTION 

 
Your client is Rolls Royce Holdings, a producer of jet engines for the global aviation market. With the rise of 
flagship airlines from Southeast Asia and the Middle East, often backed by wealthy and powerful 
governments, the time has never been better to manufacture airplane parts. To satisfy the upcoming demand, 
RRH has been investing heavily in their upcoming model of jet engine: the Trent 1000-Ten Turbofan engine. 
Estimates of the R&D expenditures stretch to $1B, so the company is very concerned with its potential 
success and want to know two things: First, what is the size and nature of the market they are launching this 
product into? Second, how can they reduce the risk to the company of this project? 
 
NOTES FOR INTERVIEWER 

 
This case addresses two parts of a case interview that are often neglected: market sizing and assessing risk. 
The first half of the case requires the candidate to understand the market for jet engines and then perform a 
market sizing exercise to estimate the overall demand for the company’s product. The second half of the case 
is more conversational, where the candidate should think about what are some of the major risks of a multi-
billion dollar product launch and what can the company do to avert some of these risks. 
 
ADDITIONAL INFORMATION 

 
Only give if requested: 

 There are three companies operating in the jet engine production business: General Electric (via GE 
Aviation), RRH, and Pratt & Whitney – GE and RRH both control about 35% of the market, while 
P&W controls 30% 

 Each of the companies produces many different types of engines, to meet the demand by a variety of 
types of airplanes (e.g., large jets, midsize jets, small propeller planes, etc.). However, the products 
that each company produces are relatively similar, since many models of airplanes will be designed to 
work with engines from more than one company 

 In the commercial jet market, there are effectively two buyers: Airbus (a European airplane producer) 
and Boeing (its American competitor) as they control over 90% of industry sales 

 Typically, the airplane producers receive a large number of orders in advance of production and then 
produce and deliver the planes over many years; however, the parts manufacturers tend to receive 
orders based off of production, not the backlog of planes 

 Demand for jet engines tends to be more stable than that for aircraft, since even when new orders 
are slow, airplane manufacturers will still be ordering engines to produce airplanes to satisfy the 
backlog of orders 

 To produce the Trent 1000-Ten, RRH has been working in a joint venture with Boeing, so that some 
of the costs are split between the two; they have also entered into a risk-sharing agreement, where the 
price that Boeing pays for the engine will be dependent upon the price they receive for their airplane 
– this arrangement is a common practice in the industry 

 Demand for aircraft depends on three factors: population growth, global GDP and trade growth, and 
retirement of old aircraft 

 The manufacturing process for the Trent 1000-Ten requires 572 sub-assembly processes, and 
requires coordinating 127 workers on the manufacturing floor 

 “Intermediate mechanisms” refers to parts that are themselves complicated assembled machines (in 
contrast, raw materials are things like sheets of steel that are not themselves assembled) 
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DATA AND ANALYSIS 

 
After the candidate has asked about the market in general for a while, prompt them to estimate the number 
of airplanes engines sold per year. Pretty much any market sizing method that seems reasonable is acceptable 
– the actual correct answer is approximately 8,000 (based on sales of around 2,600 airplanes per year, evenly 
split between two engine and three engine airplanes. 
 
Next, move on to the discussion around the risks that RRH faces when producing the engine. Again, there is 
no single right answer and a good interviewer will be able to discuss the situation with a candidate and guide 
them to some potential sources of risk. 
 
At some point during this discussion, the candidate should bring up revenues and costs. When this happens, 
give them Exhibit 1. They should see that this graph lays out the costs to reduce one engine, $8000 in total, of 
which $5000 comes from intermediate mechanisms. They should recognize that reducing or controlling the 
cost of this portion will have the greatest impact on increasing and stabilizing profitability. If you have not yet 
read them the piece of information about the joint venture with Boeing, be sure to bring it up at this point. 
The candidate should realize that a similar risk-sharing agreement with the manufacturers of the intermediate 
mechanisms would be a good way to reduce risk. 
 
Tell them: “So there are three possibilities, the base case is that RRH receives $10,000 per engine from the 
airplane manufacturers, which will occur with 60% probability. The best case is that RRH will receive $12,000 
per engine, and this will occur with 30% probability. Finally, the worst case is that they receive only $8000 per 
engine. Under a potential risk-sharing agreement, the price RRH pays the manufacturers of the intermediate 
mechanisms will always be half the price received from the airplane manufacturers.” 
 
They should calculate the weighted-average expected profits under the normal situation and the risk-sharing 
agreement as shown below 
 
No Risk-Sharing  Base Case Best Case Worst Case 
Revenue / Engine  $10,000 $12,000 $8000 
Intermediate Mechanisms $5000  $5000  $5000 
All Other Cost   $3000  $3000  $3000 
Profit / Engine               $2000  $4000  $0 
Probability   60%  30%  10% 
Weighted Profit               $1200  $1200  $0 
 
For a total of $2400. 
 
With Risk-Sharing  Base Case Best Case Worst Case 
 
Revenue / Engine  $10,000 $12,000 $8000 
Intermediate Mechanisms $5000  $6000  $4000 
All Other Cost   $3000  $3000  $3000 
Profit / Engine               $2000  $3000  $1000 
Probability   60%  30%  10% 
Weighted Profit               $1200  $900  $100 
 
For a total of $2200. 
 
Although the expected profit is lower under the risk-sharing agreement, it is not significantly lower and the 
risk of earning $0 profits is significantly reduced. You should ask the candidate to choose which arrangement 
they would recommend that the client adopt and justify why it is the better option. 
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CONCLUSION 

 
1. Despite the competition in the market, there should be ample demand, with the market selling nearly 

10,000 engines per year. 
2. One of the biggest risks that the company faces is price volatility, since they’ve entered a risk-sharing 

agreement with Boeing over airplane prices 
3. To mitigate this risk, the client should adopt a similar risk-sharing agreement with the manufacturers 

of the intermediate mechanisms, which despite lowering expected profits by about 10%, will 
substantially reduce risk. 
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WEALTH MANAGEMENT (CHALLENGE) - QUESTION/INTRODUCTION 

 
Your client is one of the major Canadian banks. In recent years, they have found that growth in their current 
businesses has not been as fast as they would like and recent regulatory changes have made them less 
profitable as well. As such, they would like to move into the wealth management business as a way of 
generating additional profits and have hired us to figure out how to do so. 
 
NOTES FOR INTERVIEWER 

 
The main portion of this case is a market entry situation where the candidate needs to gain an understanding 
of the wealth management business as well as the factors necessary to serve this market competitively. At the 
end of the case, there’s a test of the candidate’s creativity as they are asked how to create a more ‘innovative’ 
wealth management experience in order to attract customers away from existing offerings. 
 
ADDITIONAL INFORMATION 

 
Only give if requested: 

 All of the other major Canadian banks have a wealth management offering, representing about 80% 
of the total market. The other 20% is split between many small, independent wealth advisors 

 Typically the large advisors (banks) compete on the breadth of products / services that they can 
provide, while the small advisors compete on direct personal relationships with their clients 

 High-net-worth clients are typically advised by the banks, while less wealthy clients are 
disproportionately served by the small advisors 

 Client has all other functions of a large diversified bank (retail banking, corporate banking, payments, 
insurance, etc.), but lacks a wealth management division 

 All competitor banks have the full suite of services, including wealth management 

 The major competitors’ offerings are all relatively similar: a client will meet with an advisor to discuss 
their investment needs, then the advisor will invest in specific securities on their behalf and meet 
with them periodically to discuss the portfolio 

 Assume that our client would have the resources (financial, personnel, anything else) to support 
whatever initiatives you recommend 

 Revenues in wealth management are earned by taking a percentage of the assets under management 
(AUM) 

 Assume that salaries for the financial management professionals is the only major cost category 
 
DATA AND ANALYSIS 

 
Once the candidate starts asking in detail about the customers and / or potential revenues, give them Exhibit 
1. 
 
They should recognize that the high-end segments will earn more revenue per account, but also have higher 
costs per account and that these segments will be smaller in size. The first step that they should take is to 
figure out the profitability of each segment. 
On a per-account basis: 
   Retail   HNW   SHNW 
AUM   $75,000               $2.5M   $30M 
Revenues (%)  3%   2%   1.5% 
Revenues ($)  $2250   $50,000  $450,000 
FTEs   0.04   0.25   2.0 
Costs ($)  $4000   $25,000  $200,000 
Profits ($)  $-1750   $25,000  $250,000 
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And in total: 
   Retail   HNW   SHNW 
Total # of accounts 150   40   2 
AUM   $11.25M  $100M   $60M 
Revenues ($)  $337,500  $2M   $900,000 
FTEs   6   10   4 
Costs ($)  $600,000  $1M   $400,000 
Profits ($)  $-262,500  $1M   $500,000 
 
They should recognize that the retail customers will be unprofitable to serve and both the HNW and SHNW 
clients will be profitable. Ask them to assume that the bank chose to focus on the HNW and SHNW clients. 
Now ask how the bank can design their offering to better appeal to these clients. Although there is no single 
right answer, they should consider the key needs and wants of the high wealth clients and design the offering 
around these needs. Some of these needs / wants include: personalized service for their diverse financial 
needs, free and instant access to their portfolio and advisor, ability to check on financial situation from 
anywhere, and a wide range of products tailored to their financial situation. Any recommendation that 
includes some combination of these (or similar) needs and appropriate actions to address them. 
 
Next, tell them: “The company’s CEO has also asked us to help them design an innovative approach to 
wealth management. How are some ways that this company could create a more innovative wealth 
management practice?” Again, there’s no single correct answer, but here are some suggested areas that they 
could focus on: 
 
(1) The service – rather than focusing on the asset management side, the bank could look at all elements of a 
client’s wealth and offer all the services in one location (e.g., tax planning, investments, loans, savings 
accounts and payments) 
(2) The delivery – allow clients to interact with advisors digitally from any location, through an app or an 
online service, so that they can be able to manage their finances while on the go 
(3) The revenue sources – offer fee-based services or incentive-based services, rather than as a percentage of 
AUM so that the interests of the advisors are on maximizing the client’s financial wellbeing, not the AUM 
   
CONCLUSION 

 
1. The client should focus on HNW and SHNW clients as this should increase profits by around $1.5M 

annually. 
2. To attract these clients, they should offer direct access to advisors from anywhere in the world and 

personalized products and services for all of their financial needs in one location. 
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EXHIBIT 1 
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Dan McGee
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